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—the new Douglas B-66B 


Tested and approved by the U. S. Air 
Force, a versatile new plane now enters 
the nation’s service. Production on the 
Douglas B-606B has begun. 

Twin jets, slung outboard on the wing 
will put B-66B in the 600 to 700 mph 
class, while special design will permit 


wide selection of bomb combinations for 
varied missions. Even with full bomb 
load, B-66B’s efficient power-to-weight 
ratio will give ample range to travel far 
over enemy territory, and return. In 
speed, range and capacity it will be built 
to meet tactical requirements for de- 


Enlist to fly in the U. S. Air Force 


Depend on DOUGLAS 


livering the most potent weapons is the 
nation’s defense arsenal. 

The design of B-66B is another ex- 
ample of Douglas leadership. Plane- that 
can be produced in quantity to fly jaster 
and farther with a bigger payload are a 
basic concept at Douglas, 
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“«—if the Germans 


COUNTRY IN EUROPE (let’s call it ““X’’) isn’t 
doing as well as its harder working, more 
self-denying neighbors, the Germans. 


A woman in “X”’, jealous of the Germans’ 
prosperity and her own country’s lack of it, said, 
“We'd be all right if the Germans would only 
sleep an hour later every morning.” 


Weaving Machine assembly line 


would sleep later” 


But she is wrong. Even borders, treaties, 
foreign aid and international plans cannot 
change for long the rule that the more you 
produce, the more you will have; the less you 
produce, the less you will have—whether you 
are a nation, an industry or an individual worker 
at a machine. 





‘’ WARNER 
SWASEY 


Cleveland 


PRECISION 
MACHINERY 
SINCE 1880 


YOU CAN PRODUCE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY MACHINE TOOLS, TEXTILE MACHINERY, CONSTRUCTION MACHINERY 





The March of the News — 


Bang! There seemed to be no doubt 
about it this time. 

Moscow announced that the Russians 
had exploded a hydrogen bomb . . . and 
the U.S. Atomic Energy Commission 
said it had good reason to believe the 
announcement . But if the Russians 
expected to spread panic in the U.S., 
they must have been sadly disappointed 
. .. Most Americans took the news with 
an outward calm that amounted almost 
to indifference. 


High living. What is the best defense 
against the Communists and their bomb? 
Day before the Moscow announce- 
ment came, President Eisenhower in- 
terrupted his Colorado vacation to make 
a speech in New York . . . At the time 
he spoke, he was one of a small handful 
of Americans who knew what the Rus- 
sians had done—and he suggested a 
U.S. protection against the Communists. 
In America, said the President, you 
see “happy families—families who, be- 
cause of their standards of living, are 
our nation’s best weapon against Com- 
munism a more sure defense than 
any battleship, or any plane, or any 
gun—or any bomb of whatever kind.” 

And Mr. Eisenhower flew back to the 
trout streams of Colorado. 
“Stassenized.”’ What is “glaciation’?... 
How would you define a clue? . . . De- 
scribe the difference between stocks and 
bonds. 

Often bewildered, and frequently re- 
sentful, the 1,700 Washington employes 
of the Foreign Operations Administra- 
tion were boning up on such subjects 
last week—in the hope the answers would 
help them hold on to their jobs. 

The whole thing started when Con- 
gress cut the agency's funds—making 
necessary a pay-roll cut of 300 to 400 
employes . . . The boss, Harold E. Stas- 
sen, decided on special aptitude tests to 
help him figure out which individuals 


to keep and which to let go. . . Stassen 
took the test himself—although nobody 
expected he would fire himself if he 
failed to get a passing grade. 

It was a new technique for pay-rol! 
trimming in Washington . .. And, as most 
things do, it added a new word to the 
Washington vocabulary. 

Stassen employes, meeting each other 
in the corridors, soon were asking the 
question, “Have you been Stassenized?” 
. . . Nobody regarded it as a joke—and 
wouldn't until the job situation was 
straightened out. 


Reminder. In the United Nations the 
big debate started over who will sit in 
on a Korean peace conference . . . And, 
from the sound of the oratory, the na- 
tions were just about everything in the 
book except united. 

In the midst of the wrangling, the 
Defense Department in Washington 
released its last regular, weekly casualty 
report on the Korean war—a report that 
brought the combat statistics right up 
to the hour of the cease-fire... It 
showed these American losses from the 
beginning to the end of the fighting: 

Dead, 25,604 . . . wounded, 105,961 

. still missing, 8,529. 


Home-coming. Adlai Stevenson re- 
turned to the U.S. last week from a six 
months’ tour that took him around the 
world. 

The man who lost the Presidency to 
Dwight D. Eisenhower seemed willing 
to talk about almost everything—every- 
thing, that is, except his personal polit- 
ical plans He discussed foreign 
policy . . . domestic affairs . . . and the 
Democratic Party and its leadership . . . 
But when a New York reporter asked 
him the most obvious question of all, 
Stevenson smiled and said: 

“I don’t know whether I am going to 
run in 1956—and, if I did know, I 
wouldn't tell you.” 
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THIS ILLUSTRATION IS A REPRODUCTION OF 


AN ORIGINAL NEEDLE-POINT TAPESTRY. 


WOVEN INTOS THE FABRIC 
OF THE NATION 


Daily, as on a magic loom, the 
countless activities of millions of people 
are woven together by telephone. 


Home is linked with home. 
Business to business. Community to 
community. City to city. 


Friends and places nearby or far away 
are within the reach of a hand. 


Without the telephone, time and space 
would rush between us and each 

would be so much alone. 

And so many things would not get done. 


BELL TELEPHONE SYSTEM Locat to serve the community. NATIONWIDE to serve the nation. 





You expect the best value from G-E fluorescent lamps 









Silicone coat on new G-E 
Rapid Start lamps helps 
them start quicker 


Moisture in the air can make a fluores- 
cent lamp slow to start. The wet film 
that condenses on the lamp is a good 
enough conductor to detour some of the 
electricity needed for proper starting. 

General Electric has tailored a “‘rain- 


coat” that stops this. It’s made of 


silicone and breaks up the wet film into 
tiny droplets, leaving dry areas that in- 
terrupt the electrical contact. Less cur- 
rent is stolen. Starting is quicker, surer. 

We call the coating Dri-Film*. The 
photo above shows the difference it 
makes. Moisture breaks up into drop- 





lets on the Dri-Film* lamp, forms a 
smooth coating on the ordinary lamp 

You get Dri-Film* on G-E Rapid 
Start lamps. It’s invisible, won’t rub 
off, helps assure you all the light you 
pay for. Many leading manufacturers 
have designed lighting fixtures to use 
Rapid Start lamps and their special 
Rapid Start ballasts. You expect the best 
value from G-E fluorescent lamps. 
Here’s another reason you can 

For more information, write General 
Electric, Department 166-USN-8, Nela 
Park, Cleveland 12, Ohio. 


*Reg. U.S. Pat. Off. 


You can put your confidence in— 


GENERAL @ ELECTRIC 
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Newsgram Washington, D. C. 


Russia with the H-bomb does change things. There's no doubt of that. 

U.S. defenses will have to hold high. Budget cuts of any drastic kind 
become highly improbable. Military needs will keep a priority. 

Tax cuts, aS a result, are to be moderate at best. 











Air defenses, becoming imperative, will require large-scale spending. 





Atomic industry will face rapid new expansion. Weapon development will, too. 








Arms race, instead of slowing, may speed up. 


There'll be growing pressure, however, for a deal with Russia. 

Britain insists on trying for one. France and Italy do as well. 

United Nations, actually, is tending to gang up on U.S.; is trying to force 
to talk with Russia about big deals involving the world. 

Odds still are against talks for now. 








Russia, with nothing to lose, wants talks to seal her conquests, to get 
Western nations to recognize the new Communist empire. U.S., with nothing to 
gain from talks, can only make concessions to Russia if she enters them. 


This country, slowly but surely, is being isolated, pressured. 


Neutralism will take on more appeal than ever for Europe. 

Britain, already, is angling for the role of "honest broker" between U.S. 
and Russia. She's trying to stay in the middle in the United Nations. 

France is ducking on defense commitments that Russia opposes. Italy, like 
France, is backing away from the European Army. 

Idea, more and more, is to try to get out of the line of fire; to let U.S. 
and Russia square off alone if there is to be a Showdown now or later. 


The way things are shaping you can be quite sure of this: 

A depression is simply out of the question. Any recession, any Slowing in 
business, will be moderate and short, not severe and prolonged. 

Spending by Government will underwrite high-level business. 











Business adjustment, even so, is probable on a moderate scale. Output, at 
least temporarily, is running ahead of demand in many fields. Cutbacks are 
probable, as a result, in steel, autos, machinery, some other fields. 

Overtime, for many, will be cut. Jobs are likely to be less abundant. 

Business, however, by any other standards than those of a galloping kind of 
inflation, will be considered fairly good. You can't have things go to pot 
when Federal Government is spending 70 billion dollars or more a year. 





Cuts to 60 billions, planned a while back, are only a dream now. 
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NEWSGRAM--TOMORROW-- (Continued) 


This year, started July 1, spending will total around 73 billions. 

Next year, starting July 1, 1954, it might get down to 68 billions. 

That's probably the most to expect. It assumes that cuts in military 
spending already planned will not be restored. There is a strong chance that 
Congress will want to provide new billions for air defense. 

Drastic cuts below a 68-billion level are not now in sight. 





Budget balancing against that background appears remote. 

Tax cuts, at the same time, are not as lively a prospect as they were. 
Excess-profits tax will die as promised next January 1. Individual incomes, as 
promised, will enjoy a cut of about 10 per cent next January l. 

Revenue loss: 5 billion dollars on an annual basis. Result: Budget 
troubles and pressures against important tax cuts for other groups. 














Tax cut to 47 per cent for corporations seems less likely. 

Excise cuts, scheduled, are not as probable. 

Tax relief for working mothers will meet resistance. 

Broad rewrite of tax laws to correct "inequities" will be hampered by the 
for all possible revenues if the budget isn't to get out of hand. 








Choices shaving up are coming to be these: Cut defense drastically and 
take a chance, in order to balance the budget. Cut defense and cut taxes, too, 
letting the budget go unbalanced. Cut taxes and spend freely on defense even 
if the budget is badly out of kilter. 

There's no easy and safe way out of the growing dilemma. 








Budget juggling, fancy bookkeeping may be tried in the end. 

A juggled budget, however, will not solve the problem of rising national 
debt. Debt totals rise when borrowed money is spent, whether the spending is in 
an ordinary budget or a budget for investment. 

Debt limit, now 275 billions, almost surely will be raised in 1954. 

A double budget, though, to permit the appearance of balance, is much less 
likely. Congress still is cool to a new bookkeeping system. 

















Farm price supports will stay at 90 per cent of parity on 1954 crops. Vote 
among wheat farmers seals that, shows farmers ready for controls. 

Public-power development will slow, not end, under Ike's new policy. Power 
plants of Government will not be disposed of. to private investors. 

All along the line, Eisenhower is plotting a middle-of-the-road course. 
He's keeping the New Deal, embracing it, but slowing it down a bit. 








Truce will continue in Korea. Peace talks, however, are highly unlikely to 
get anyplace. Korea will remain divided, about as now. 

Communist China, eventually, will get into the U.N. U.S., by that time, 
will stay in, too. It's going to be a very long time, though, before this 
country warms up to Chinese Communists the way U.S. allies want. 








The trouble with any deal with Communists: Fixed Communist goal is a 
communized world. Communists make deals to break them when self-interest is 
involved. Any possible deal will involve U.S. defeat, Communist gain. 
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On todays crowded highways, 
dont take chances on blowouts or punctures! 





Be safe with Double Chamber LifeGuard Safety Tubes 


SAFE AGAINST ALL BLOWOUTS! 


LIFEGUARD Only the LifeGuard 
double alt chamber double air-chamber 
ae principle gives you 
complete blowout 
protection. For when 
the outer chamber 
blows out, you still 
have air in the inner 
chamber. You have plenty of time for 
a safe, controlled, straight-line stop. 
It’s the only blowout protection 


proved by 18 years and millions of miles 
of driving! 





SEAL THEIR OWN PUNCTURES! 


Even a puncture can 
be dangerous if you 
have to change a tire 
onahighway like this. 
But with New Life- 
Guard Safety Tubes 
you avoid the dirty, 
dangerous job of 
changing a tire on the road. When you 
pick up anail or other puncturing object, 
the puncture sealant flows in, seals the 
hole automatically without loss of air 
pressure. 





COST LESS BECAUSE THEY’RE RE-USABLE! 
You save 20% to 43% per wheel. For 
you can re-use these tubes in 3 or more 
sets of tires for 100,000 miles or more. 
Use New LifeGuards in your present 
tires. Or, have them installed when you 
buy your new car. You’ll get full value 
for original tubes; you’ll never notice 
the small extra monthly payment. 

Your best buy of all is a set of Good- 
year tires equipped with New LifeGuard 

Safety Tubes. Remember...more people 
ride on Goodyear Tires than on any 
other kind. Goodyear, Akron 16, Ohio. 


America needs better, safer roads. Let’s bring them up to PAR. 


GOODSYEAR 


LifeGuard, T. M.——The Goodyear Tire & Rubber Company, Akron, Ohio 








Washington Whispers sss: 


[What appears on this page is reported in Washington and other news centers] 


Tax-Cut Prospects Now Receding . . . French Strike 
A Dress Rehearsal? .. . Hunt for Farm-Subsidy Funds 


Staff chiefs of U.S. armed services are 
recommending a step-up, rather than 
further cuts, in U.S. spending on de- 
fense now that Russia has exploded 
an H-bomb. Big tax cuts are a reced- 
ing prospect, as a result. 


ek oF 


Gen. Curtis LeMay and his strategic 
air arm of the U.S. Air Force will get 
more money and more power as the 
group that increasingly holds the fate 
of this country in its hands. These are 
the men whose job it is to deliver 
A-bombs and H-bombs in war. 


x oF 


President Eisenhower is being ad- 
vised that the 55 million dollars which 
the Administration has set aside for 
loans to small business may not go 
very far if business slows up. Demo- 
crats formerly provided access to 
hundreds of millions as a backstop 
for businessmen hard up for capital. 


oS & ok*® 


There is more and more talk among 
the White House staff about ‘“Eisen- 
hower luck.” The impression is grow- 
ing that Mr. Eisenhower operates un- 
der a lucky star and that breaks just 
naturally tend to come his way. The 
Republican hope is that this luck will 
hold as problems grow bigger. 


ak 


Charles Wilson, Secretary of Defense, 
is insisting that the armed services use 
up part of their multibillion-dollar 
inventories of consumer goods before 
ordering more. Inventories of military 
services are immense, often bigger 
than those in private industry. 


xk * 


The Government’s business forecast- 
ers are more concerned than they ad- 
mit publicly about the growth in size 
of business inventories. 


x * 


Douglas MacKay, Secretary of the 
Interior, insisted that President Eisen- 


hower and his full Cabinet take re- 
sponsibility for the new policy on 
public development of electric power. 
Secretary MacKay -wanted to make 
sure that he could not get all the 
blame if the policy, when applied, 
backfired at election time. 


xk * 


George Humphrey, Treasury Secre- 
tary, will win out eventually with his 
request for an increase in the nation- 
al debt ceiling above 275 billion dol- 
lars. Budget planners at the White 
House are giving up hope that the 
Government’s budget can be balanced 
in the foreseeable future. 


x x * 


Idea of a double budget—one for cap- 
ital expenditures and one for opera- 
tion—rejected by the late President 
Roosevelt as too radical—is very 
much in the backs of the minds of 
planners who figure that a revised sys- 
tem of bookkeeping is the only way 
the budget can be balanced. 





CONTENTS 


March of News 
Tomorrow: A Look Ahead 
The Great Conspiracy: 
Communism Inside U. S................. 11 
Soviet Spy Rings in U. S. Government 
Text of Senate Committee's Report.. 16 
H-Bomb: Reds Gain, U.S. Still Leads.. 20 
is 2. S.-Serent Teo ThiiP................<: 21 
Arms Spending Will Stay High 
Prisoners Swayed—Didn’t Fall 
Farm Controls Here to Stay 
What the Voters Tell Congress 
One Time American Aid Paid Off 
Worldgram 
People of the Week 
Labor Week: 
Warfare in the Coal Fields 
Memo From Rome 
News You Can Use 
Why U. 5. Is Losing Gold 
Trend of Business 
Plus and Minus: 
Indicators of Business Activity 
Finance Week: 
As Interest Rises, Debt Burden Grows 77 
Business Around the World 
News-Lines for Businessmen 
David Lawrence Editorial 


The Associated Press is exclusively entitled to the use 
for republication of the local telegraphic and cable news 
published herein, originated by U. S. News & World 
port or obtained from The Associated Press. 











T. Coleman Andrews, Commission, 
of Internal Revenue, is Starting t) 
work a revolution in the tax-colle. 
tion machinery of the country, By 
new idea is to take the taxing m,. 
chinery out to the country, cut Was. 
ington operations, give more help y 
the honest taxpayer and ferret out th 
dishonest. 


A tax on bread, being proposed }j 
some of the Government's planners; 
a way of raising money to pay sub 
dies to farmers, 1s considered to 
political poison by Republican mem 
bers of Congress. Republicans, with: 
farm problem on their hands, are ¢ 
tracted by the New Deal processiy 
tax and are even exploring a modifi 
Brannan plan. 


x * *& 


V. K. Krishna Menon, India’s dek 
gate to the United Nations, has hewe 
very close to the Communist line: 
the past, accounting, in part, for U. 
opposition to giving India a voice 
Korean truce negotiations. 


x *k * 


Shah Mohammed Riza Pahlevi, 
Iran, youthful and not too iron-wille 
muffed it twice when he had a cha 
to win in a showdown with Irat 


» fainting Mohammed Mossadeg§h, onl 


to have his job saved for him by: 
American-trained Army and Irani 
tribesmen. Americans who trai 
Iran’s Army and police force alwé 
figured these forces would balk it 
appeared that a Communist coup Wt 
near. 


x wk *& 


Gen. Alfred Gruenther, Commang 
of NATO military forces in Euro 
is very uneasy about implications 
the general strike that tied up Fra 
The strike provided a dress rehean 
for what might happen in time of 
to cut supply lines to American for 
in Europe. French workers vote 
Communist ticket in big numbers. 
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Why GILFILLAN GCA RADAR is unique 


Gilfillan GCA Radar is unique because it is the only military equipment 
that is standard among fifteen air forces in eleven countries: 








Only Gilfillan GCA Radar is standard 
equipment used in twenty-four nations 
of the free world. 

Such unique world-wide acceptance 
is proof of superiority of this one radar 
landing system. It is global recognition 
of the dependability of Gilfillan GCA 
Radar at 200 bases and airports around 


the world. 


In GCA and Radar Re be 








UNITED STATES THE NETHERLANDS 

United States Air Force Royal Netherlands Air Force 
United States Marine Corps Royal Netherlands Navy 
United States Navy ene emeenen en, 
GREAT BRITAIN Australia, Belgium, Canada, 
British Royal Air Force Denmark, Italy, Norway, 
British Royal Navy Portugal, Union of South Africa 





Eo Gilfillan 


Los Angeles 











Is this the 100,000 mile truck tire? 


B.F.Goodrich 


ALL-NYLON Traction Express 


Gives more original mileage 
than a regular tire plus a recap! 








130,793 MILES and they've never been off the wheels,”’ says W. C. Merrill (above), Vice Pres., 
Merrill Truck Lines, Fort Worth, Texas, about four BFG Traction Express tires. Merrill drivers 
report no skidding with the new Traction Express tread. 


SEVERAL HUNDRED TRACTION EXPRESS TIRES are used by Akers Motor Lines, Inc., of Gastonia, 
N. C. This common carrier serves the Atlantic seaboard with 1,008 units, is just one of many truck- 
ing firms that use and praise these BFG tires. Traction Express tires have open spaces in the 
shoulders and tread that dispel heat easily, prevent heat build-up at high speeds. 


147,000 miles foran Alexandria, La., bakery firm!125,000 
miles fora Memphis, Tenn., trucker! 110,000 miles for 
an oil company in Pipestone, Minn.! Yes, the new 
B. F. Goodrich a//-nylon Traction Express is rolling 
up amazing original mileage records for truckers 
all over the country. And amazing recap mileage 
records, too! 

The Traction Express tread 
is as much as 46% thicker 
than that of regular tires. This 
extra-mileage tread is com- j 
pressed to resist abrasion, add on Lobe 
mileage and reduce cutting. gi, Res 
When molded, the Traction 
Express beads are close to- 
gether. When mounted, air 
pressure spreads the beads to 
full rim width. Result: the sidewalls act as levers to 
compress the tread for long, even wear. 


ALL-NYLON CONSTRUCTION 
The Traction Express is designed with a strong, 
nylon cord body. Nylon withstands double the im- 
pact of ordinary cord materials, resists heat blowouts 
and flex breaks. 

And the a//-nylon B. F. Goodrich Traction Express 
is built with the patented nylon shock shield. Layers 
of strong nylon cords under the tread protect the 
tire body from road hazards. 

With construction features like these, no wonder 
truckers call the Traction Express the 100,000 mile 
tire. You pay a little more 4 | 
for the a/l-nylon Traction §* 

Express, yet you getatire ~~ 
that gives more original 
mileage thana regular tire 

plus a recap! It’s available 
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THE GREAT CONSPIRACY: 
COMMUNISM INSIDE U.S. 


Pattern: 


Here, put in focus for the first time, is the 
story of a Communist conspiracy inside the 
U. S. Government. It’s a conspiracy that goes 
back 20 years and still is going on. Cleared 


All through the years of the New 
Deal, in peace and in war, a little group 
of conspirators operated close to the 
seats of power. 

Their hands were manipulating labor 
policy in the strike waves of the 1930s. 
They helped each other to climb near 
the top in the Treasury, where world 
economic policy is influenced. They 
tried to get hold of farm policy. They 
were busy as bees in relief programs. 
Their influence became great around 
the top in the Department of State, 
where diplomats set world policies for 
the U.S. 

The so-called Morgenthau plan for 
tuning industrial Germany into a pas- 
toral state was hatched in this group. So 
were moves that ended up with Com- 
munists in control of China. Members of 
the group moved to high positions in in- 
temational organizations that were built 
after the war. 

The lid now is lifted a bit on opera- 
tions of this group, with ties to Commu- 
nism, through a unanimous report by 
the Internal Security Subcommittee of 
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Strikes in ‘30s, Loss of China, Twist to Economic 


the U.S. Senate Judiciary Commit- 
tee. Democrats and Republicans alike 
signed the report. (Full text of the re- 
port starts on page 16.) 

Committee members, exploring evi- 
dence of operations, are convinced that 
the conspirators are not all exposed yet 
and that some continue to operate in 
the Government. 

Executive action against Communists 
in Government lagged. The Committee 
notes that an FBI report alleging exis- 
tence of two Communist spy rings was 
made in November, 1945, and was “cir- 
culated among several key Government 
agencies and made available to the Presi- 
dent .. .” 

Breakdown of U.S. security, it says, 
was in “failure on the part of the respon- 
sible executive agencies to act on the in- 
formation which was available.” 

“The Federal Bureau of Investigation 
cannot expose and cannot force action 
once it has reported the results of its in- 
vestigation. This fact is basic in the un- 
derstanding of the function performed 
by a congressional committee.” 


Policy 


up now are some mysteries of New Deal 
days. Strikes of the ‘30s are tied in. So are 
purges in the AAA. Men who helped to shape 
foreign policies are involved. . 


Photo: Fairchild Aerial Surveys 


The Committee proposes to continue 
probing into hidden subversion. 

It is in dealing with the past, however, 
that the Senators name names, expose 
evidence and bring to light the activities 
that caused the U.S. so much trouble. 
A clearer focus upon some of these ac- 
tivities helps to explain many policies 
that mystified most Americans. 

Of its broad findings, the Committee 
reports that its newest investigations 
clarify and substantiate this “design of 
Communist penetration” by people em- 
ployed in positions of trust: 

“They colonized key committees of 
Congress. They helped write laws, con- 
duct congressional hearings and write 
congressional reports. 

“They advised Cabinet members, 
wrote speeches for them, and _ repre- 
sented them in intergovernmental confer- 
ences. They staffed interdepartmental 
committees which prepared basic Amer- 
ican and world policy. 

“They traveled to every continent as 
emissaries and representatives of the 
American people. They attended virtual- 
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ly every international conference where 
statesmen met to shape the future. . . 

“A group of these individuals influ- 
enced the State Department with disas- 
trous results to American Far Eastern 
policy. In the present inquiry we found 
other nests in the Foreign Economic Ad- 
ministration, the Board of Economic 
Warfare, and those sections of the Treas- 
ury which formed American postwar 
foreign economic policy, particularly 
with regard to Germany. There had been 
nests in the original Agricultural Adjust- 
ment Administration, and in the national 
research project of the Works Progress 
Administration, both of which were 
supposed to help extricate the country 
from the terrible depression of the 1930s. 
There was an interlacing combination of 
these people in almost every agency, 
both executive and legislative which 
had to do with labor.” 

That is the officially drawn picture of 
the places in which Communism’s help- 
ers were working over a period that be- 
gan more than 20 years ago. 

The toe hold gained in Government 
by the conspirators, as told by the Com- 
mittee, goes back to the first days of the 
New Deal. 

In the words of the Committee: “Six 
members of Hal Ware’s parent Com- 
munist cell, identified as such in sworn 
testimony, worked for the original Agri- 
cultural Adjustment Administration of 
the Department of Agriculture. 

“They were Alger Hiss, Lee Press- 
man, John Abt, Nathan Witt, Nathaniel 
Weyl and Charles Kramer.” 

Wey] later told FBI agents about this 
cell, corroborating testimony by others 
who had taken the stand in Committee 
hearings in Congress. 

The men in the AAA were armed with 
great power—power to order the plow- 
ing under of crops and the killing of 
livestock, to control production, to grant 
subsidy payments. To run this powerful 
agency, President Roosevelt chose George 
Nelson Peek, an Illinois farm-machinery 
maker, as the first Administrator. 

Peek ran into trouble within weeks. 
He lasted only from May to December, 
1933, before he was forced to resign 
at the President’s request. 

Telling of his experiences a couple of 
years later, Mr. Peek said: 

“A plague of young lawyers settled on 
Washington . . . In the legal division 
were formed the plans . . . to introduce 
the collectivist system of agriculture into 
this country ... 

“They owed allegiance, not to the 
United States—patriotism was for the 
nonthinking. They had a higher alle- 
giance—an allegiance to the ‘Cause.’” 

Chester Davis succeeded Mr. Peek. 
He ran into the same lawyers resisting 
his administration and trying to run 
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things their way. In February, 1935, Mr. 
Davis purged the troublesome lawyers. 
They scattered into fresh fields. 

That set the stage for more trouble. 

Labor. Five months after the AAA 
purge, Congress enacted the Wagner 
Act. That law created the National Labor 
Relations Board, and the Board took 
the attitude that it was the dutv of the 
Government to help organize the work- 
ers of the country. 

One of the periods of greatest indus- 
trial labor strife in U.S. history de- 
veloped. American labor split into rival 
groups. The sit-down strike became a 
major new weapon, used principally 
against auto makers. The South Chicago 
“massacre” on Memorial Day, 1937, 
flowed from bitter efforts to unionize the 
steel industry. 

During this period Edwin S. Smith 
was one of the NLRB’s three members. 

The Committee has this to report: 
“Since his departure from Government 
service, Smith has taken off his mask 
and become an official propagandist for 
the Soviet Government, as American 
agent of Sovfoto. a Soviet agency . . .” 

Witt, out of thee AAA, turned up as 
assistant general counsel to the NLRB, 
then became its secretary. He could 
line up the Board’s work for it, hire 
and fire its regional staff assistants. 

In labor-industry battles of the 1930s, 
the Committee says, “Secret Communist 
agents were speaking and acting in be- 
half of the United States Government in 
these struggles. The same agents were 
preparing reports and documents on 
which national labor policy was being 
made... 

Congress. Influences upon Jabor laws 
and other legislation by men named as 
conspirators by the Committee extended 
to Congress. 

Senator Robert M. La Follette, Jr., 
headed a_ civil-liberties subcommittee 
that reported in 1937 upon antilabor 
techniques used against unions—black- 
lists, espionage, strikebreakers, private 
arsenals and the like. 

Nearly 10 years later, Mr. La Follette 
disclosed knowledge that “Communist 
sympathizers have infiltrated into com- 
mittee staffs on Capitol Hill in Wash- 
ington ... A few vears ago, when I was 
chairman of the Senate Civil Liberties 
Committee, I was forced to take 
measures in an effort to stamp _ out 
influences within my own Committee 
staff.” 

On his staff were John Abt, as chief 
counsel to the Committee, and Charles 
Kramer, as field investigator—two of the 
men purged from the AAA. 

Altogether, the Senate report lists 11 
individuals who served on staffs of six 
Senate Committees and one House com- 
mittee. Ten refused to talk to congres- 
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EDWIN S. SMITH 


sional investigators, on the ground that 
they would tend to incriminate them- 
selves. The eleventh—Hiss—was_ con- 
victed of perjury for denying that he 
gave papers to a Communist agent. 

A spectacular investigation by Con- 
gress in the 1930s was that by Senator 
Gerald P. Nye’s committee to examine 
the munitions industry. Hearings stressed 
heavy profits made by munitions firms, 
and witnesses tried to show that the 
U.S. entered World War I because of 
pressures from arms makers. 

At the hearings, as a legal assistant in 
a position to help shape the line of ques- 
tioning, was Alger Hiss. 

Getting into New Deal agencies and 
congressional investigations was just a 
beginning. 

“Significant infiltration” was encoun- 
tered by the Committee in OSS, OWI, 
the Board of Economic Warfare, the 
Foreign Economic Administration and 
the Office of Inter-American Affairs. 
Twenty-five people from these agencies, 
some in policy-making jobs, used their 
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SENATE INVESTIGATORS LOOKED AT RECORDS OF THESE 12 MEN . 


NATHAN G. SILVERMASTER 


HAROLD GLASSER 


privilege against self-incrimination to 
avoid answering Committee questions. 

Foreign affairs. People in these agen- 
cies were shifted to the State Depart- 
ment in 1945, without security screen- 
ing. J. Anthony Panuch, who super- 
vised this shift under Secretary of State 
James F. Byrnes, testified that the new 
pattern shifted control and direction 
of diplomatic policy toward men con- 
cerned with the U. N. approach to world 
affairs. 

Hiss was in good position to take this 
new approach. As director of the State 
Department's Office of Special Political 
Affairs he was responsible for shaping 
U.S. policy toward international organi- 
zation and collective security. 

Adolf A. Berle, Jr., Assistant Secretary 
of State in 1944, testified: “I felt that the 
Russians were not going to be sympa- 
thetic and co-operative . . . The opposite 
group in the State Department was large- 
ly the men—Mr. Acheson’s group, of 
course, with Mr. Hiss as his principal 
assistant in the matter .. . at that time 


CARL ALDO MARZANI 


Mr. Hiss did take what we would cal 
today the pro-Russian point of view.” 

Mr. Panuch carried the story pat 
1944. “That is a fair statement of the 
situation in 1945, 1946 when I was in 
the Department.” 

Mr. Berle was shifted to Brazil. His 
came out on top. And people who hai 
been shifted from wartime agencies be 
gan to turn up in the U.N. Secretaria 

The Treasury at this time also wi 
becoming a prime spot for making inter 
national policies. The International Mor 
etary Fund was being set up, as a brand 
of the U.N., to stabilize world currer 
cies. United Nations Relief and Rehabil: 
tation Administration was doling ot 
money for postwar relief. Loans wet 
being arranged. The vast business asses 
of Germany were being tracked dow. 

In these fields, the Committee four 
men such as Harry Dexter White, | 
Frank Coe, Harold Glasser, Victor Per! 
and Irving Kaplan at work. White wé 
behind the plan, attributed to Secretar 
of the Treasury Henry Morgenthau. ¢ 
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V. FRANK COE 


wipe out German industry. Testimony 
before investigators was that the plan 
“was what the Russians wanted.” 

Frank Coe nursed the Monetary Fund. 
He succeeded Harry White in the 
Treasury, did most of the work in draw- 
ing up the IMF plan, then became the 
Fund’s secretary. 

Harold Glasser handled the Treasury’s 
part in UNRRA. The Committee found 
that he “was one of those ‘with a predom- 
inant voice’ in determining which coun- 
tries should receive aid.” 

The problem of German holdings fell 
to Irving Kaplan. He worked up from 
WPA to a Treasury post in Germany to 
uncover German assets. Russia claimed 
many such assets. 

Victor Perlo was in the Treasury with 
the job of recommending actions to regu- 
late relations between the U.S. domestic 
economy and world financial develop- 
ments. 

Y Of Mr. Perlo, the Committee says: 
The man who wielded this power in the 
Government of the United States is now 
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LEE PRESSMAN 


IRVING KAPLAN 





an open propagandist for the Soviet 
world conspiracy.” 

And there in the Treasury was Nathan 
Gregory Silvermaster, named in an FBI 
memo as head of one of the original 
espionage rings that came to Washing- 
ton in early New Deal days. 

People like these were important. They 
wrote reports, drafted policies, held in- 
direct control of many important Gov- 
ernment actions. 

Evidence suggests that influence ex- 
tended even to the White House. Eliza- 
beth Bentley, an admitted former Com- 
munist agent, “testified that Lauchlin 
Currie was a ‘full-fledged member of 
the Silvermaster group,’ who was used 

to ‘bail out’ other members ‘when 
they were in trouble’,” the Committee 
reported. Currie was a White House 
adviser on China. 

Convictions of people in Government, 
based upon Communist associations, 
have been three—Hiss, Carl Aldo Marzani 
of OSS, and William Remington, Com- 
merce Department economist. 


~ 


HARRY DEXTER WHITE 
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ALGER HISS 


Others refused to answer. The Com- 
mittee reports that 36 persons on whom 
it “had substantial evidence of member- 
ship in the Communist underground in 
Government” chose to keep silent. 

The pattern of working together, in 
the Committee’s words, was this: 

“They used each other's names for 
references on applications for federal 
employment. They hired each _ other. 
They promoted each other. They raised 
each other’s salaries. They transferred 
each other from bureau to bureau, from 
department to department, from con- 
gressional committee to congressional 
committee. They assigned each other to 
international missions.” 

The whole story, 
thinks, still is not told. 

“There is a mass of evidence and in- 
formation,” it says, “on the hidden Com- 
munist conspiracy in Government which 
is still inaccessible to the Federal Bureau 
of Investigation and to this subcommittee 
because persons who know the facts of 
this conspiracy are not co-operating .. .” 


the Committee 
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SOVIET SPY RINGS 
INSIDE U.S. GOVERNMENT 


A Senate subcommittee of eight—Repub- 
licans and Democrats—in a unanimous report 
declares that the Soviet Government “has car- 
ried on a successful and important penetra- 
tion of the United States Government and this 
penetration has not been fully exposed.” 

Giving details of two Soviet spy rings and 
intimating that there were two other rings, 


Pointing to a confidential memorandum 
from the FBI in 1945 which warned President 
Truman and other officials of the existence of 
these spy rings with names of persons in- 
volved, the committee says that despite the 
FBI reports “little was done by the executive 
branch to interrupt the Soviet operatives in 
their ascent in Government until congressional 
committees brought forth to public light 
facts of the a gos 


Full text of unanimous report of Internal Security Subcommittee of Senate Judiciary Committee, released Aug. 24, 1953: 


Committee’s Conclusions 


1. The Soviet international organization has carried on 
a successful and important penetration of the United 
States Government and this penetration has not been fully 
exposed, 

2. This penetration has extended from the lower ranks to 
top-level policy and operating positions in our Government. 

3. The agents of this penetration have operated in ac- 
cordance with a distinct design fashioned by their Soviet 
superiors. 

4. Members of this conspiracy helped to get each other 
into Government, helped each other to rise in Govern- 
ment and protected each other from exposure. 

5. The general pattern of this penetration was first into 
agencies concerned with economic recovery, then to war- 
making agencies, then to agencies concerned with foreign 
policy and postwar planning, but always moving to the 
focal point of national concern. 

6. In general, the Communists who infiltrated our Gov- 
ernment worked behind the scenes—guiding research and 
preparing memoranda on which basic American policies 
were set, writing speeches for Cabinet officers, influencing 
congressional investigations, drafting laws, manipulating 
administrative reorganizations—always serving the interest 
of their Soviet superiors. 

7. Thousands of diplomatic, political, military, scientific, 


and economic secrets of the United States have been stolen 
by Soviet agents in our Government and other persons 
closely connected with the Communists. 

8. Despite the fact that the Federal Bureau of Investiga- 
tion and other security agencies had reported extensive in- 
formation about this Communist penetration, little was 
done by the executive branch to interrupt the Soviet 
operatives in their ascent in Government until congres- 
sional committees brought forth to. public light the facts 
of the conspiracy. 

9. Powerful groups and individuals within the executive 
branch were at work obstructing and weakening the effort 
to eliminate Soviet agents from positions in Government. 

10. Members of this conspiracy repeatedly swore to 
oaths denying Communist Party membership when seeking 
appointments, transfers, and promotions and these falsifica- 
tions have, in virtually every case, gone unpunished. 

11. The control that the American Communications As- 
sociation, a Communist-directed union, maintains over 
communication lines vital to the national defense poses a 
threat to the security of this country. 

12. Policies and programs laid down by members of 
this Soviet conspiracy are still in effect within our Gov- 
ernment and constitute a continuing hazard to our national 
security. 


Interlocking Subversion in Government Departments 


Introduction 


On April 10, 1953, the Senate Internal Security Subcom- 
of the Senate Judiciary Committee commenced a 
series of hearings on interlocking subversion in Government. 
Chairman William E. Jenner (Republican, Indiana) opened 


the hearings with this statement: 


The Senate Internal Security Subcommittee, under the 
authority conferred on it by the United States Senate to 
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investigate “the extent, nature, and effects of subversit 
activities in the United States,” during the past 3 years hw 
been uncovering evidence of extensive Communist penett 
tion in Government. 

The subcommittee has been impressed by the extent 
which the Communists it has exposed were able to mov 
often with great facility, from one Government agency § 
another, spinning their web of intrigue and drawing wi 
them in positions of power and influence their confede 
ates and auxiliaries. The purpose of this series of hearin 
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will be to determine the existence of and to expose the de- 

sign by which Communist agents were able to infiltrate the 

executive and legislative branches of government. 

The subcommittee expects that these hearings will aid it 
in recommending legislation to prevent further infiltration, 
and to discover methods and individuals that the Commu- 
nist International organization may still be employing today. 

The subcommittee undertakes this investigation primari- 

with the view to preventing further infiltration and not 
to hold up to the pillory past misdeeds. But the past is 
rologue. The subcommittee hopes that all persons with 

Btedze of this penetration will assist the subcommittee 

in its purpose (p. 1). 

The subcommittee had several purposes foremost in mind 
in conducting these hearings. It noted that literally scores of 
agents had penetrated the United States Government, and in 
its report on the Institute of Pacific Relations showed how 
some of these were responsible for extensive perversion of 
policy that consequently caused the loss of thousands of 
American lives and injury to the interests of the United States. 
Itnoted that except in a few cases, all of these agents, despite 
the record of their subversion, had escaped punishment and 
some, in positions of influence, continued to flourish even 
after their exposure. 


The Past is Prologue 

The subcommittee has made public for the first time a sec- 
tio of a secret memorandum on espionage in our Govern- 
ment, one paragraph of which had been quoted by Vice Presi- 
dent Richard Nixon, then a Congressman, in a 1950 speech. 
He made known at that time that the document, dated 
November 25, 1945, was prepared by an intelligence agency 
of this Government, and was circulated among several key 
Government agencies and made available to the President 

| of the United States.’ 

The subcommittee obtained that memorandum. It read in 
part: 

This case (of Nathan Gregory Silvermaster) first came 
to the attention of the Bureau on November 8, 1945, when 
Elizabeth Bentley, an official of United States Service and 
Shipping, Inc., New York City, came into the New York 
office of the Bureau and stated that for the past 11 years 
she had been actively engaged in Communist activity and 
Soviet espionage. 

She stated that prior to 1938 she had been an official in 
various capacities of the Communist Party in New York 
City. In 1938 she began making contacts with Jacob Golos, 
the head of World Tourists, Inc., which organization was 
being used as a cover for the Soviet espionage activity. 
Golos later organized United States Service and Shipping, 
Inc., for the same purpose in 1941. 

Under Golos’ direction and until his death in 1943, Bent- 
ley stated that she was used as a courier and liaison be- 
tween individuals engaged in espionage for the Soviet and 
Golos. 

After Golos’ death in November 1943, she continued to 
act as such a courier and liaison under the direction of 
Earl Browder. 

During the latter part of 1944 at the insistence of Soviet 
lepresentatives in the United States and with Browder’s 
consent, the various espionage groups with which she had 
been maintaining liaison were turned over directly to the 
Soviet agents, only one of whom she has been able to 
identify. 

This Soviet representative who has used the cover name 
“Al” has been identified as Anatole Grornov, First Secre- 
tary of the Soviet Embassy, Washington, D. C., who since 
his arrival in the United States on September 15, 1944, 
as been suspected by this Bureau to be the successor in 
NKVD activities of Vassili Zubilin, former Second Secretary 


‘Six years earlier, another memorandum was prepared by A. A. 
Berle, Jr., then Assistant Secretary of State. He wrote the memo- 
tandum when Whittaker Chambers informed him of the makeup of 
the Communist American underground. This bore the heading 
a Underground Espionage Agent” and contained 27 names ( p. 329). 

7 ese, 4 appeared again in the Nixon memorandum. 
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of the Soviet Embassy who was recalled to the Soviet 
Union in July 1944. Zubilin was reported head of all 
NKVD activity in North America. 

Bentley has stated that the espionage agents with whom 
she had been in contact under Golos’ and Browder’s direc- 
tion had been working for the NKVD. 

The espionage groups with which Bentley worked were 
primarily employees of the United States Government sta- 
tioned in Washington, D. C. The head of the most impor- 
tant group originally run by Golos was N. Gregory 
Silvermaster, at one time an employee of the Department 
of Labor and now connected with the United States Treas- 
ury Department. Another member of this group who resides 
with Silvermaster is William L. Ullman, a major of the 
United States Army Air Forces stationed at the Pentagon 
Building who has been responsible for the obtaining and 
photographing of classified information regarding United 
States Government war plans and also reports of the Fed- 
eral Bureau of Investigation, copies of which had been fur- 
nished to G—2 of the Army at the Pentagon Building. 
Other members of this group included A. George Silver- 
man, a civilian employee of the War Department; Harry 
Dexter White, Assistant Secretary of the Treasury in 
charge of monetary research and foreign funds control; 
William Taylor, also an employee of the Treasury Depart- 
ment; Lauchlin Currie, Administrative Assistant to the 
President; and other lesser figures. 

The head of the next most important group of Soviet 
espionage agents with whom Bentley has maintained liaison 
was Victor Perlo of the War Production Board. Members 
of this group were introduced to Bentley early in 1944 at 
the apartment of John Abt, general counsel for the Amal- 
gamated Clothing Workers of America, CIO, in New York 
City. The individuals in this group include Charles Kramer, 
an investigator for Senator Kilgore’s committee in the 
United States Senate; Henry Magdoff of the War Produc- 
tion Board; Edward Fitzgerald, formerly of the Treasury 
Department and then with the War Production Board; 
Donald Wheeler of the Office of Strategic Services; Mary 
Price, formerly employed by Walter Lippmann in Wash- 
ington, D. C., and now working for the United Office and 
Professional Workers of America, CIO, in New York City; 
Maj. Duncan Lee of William Donovan’s law firm in New 
York City who is also in the Office of Strategic Services. 
There were various other minor Government employees in 
this group including Sol Leshinsky and George Perazich 
who were employees of the United Nations Relief and 
Rehabilitation Administration. Bentley advised that mem- 
bers of this group had told her that Hiss of the State De- 
partment had taken Harold Glasser of the Treasury De- 
partment and two or three others and had turned them over 
to direct control by the Soviet representatives in this coun- 
try. In this regard, attention is directed to Whittaker 
Chambers’ statements regarding Alger Hiss and to the 
statement by Guzenko regarding an assistant to the Secre- 
tary of State who was a Soviet agent. 

Less important individuals with whom Bentley had con- 
tact and who were apparently not in a well-knit organiza- 
tional group were Robert Talbot Miller III, of the Depart- 
ment of State; Maurice Halperin of the Office of Strategic 
Services; Julius J. Joseph of the Office of Strategic Services; 
Helen Tenney of the Office of Strategic Services; Willard 
Park of the Office of the Coordinator of Inter-American 
Affairs; Michael Greenberg of Foreign Economic Adminis- 
tration; William Remington, formerly of the War Produc- 
tion Board and subsequently inducted into the Navy; 
Bernard Redmont, also with the Coordinator of Inter- 
American Affairs. 

The Bentley woman was explicit in that all of the indi- 
viduals actively engaged in espionage for the Soviets named 
by her were furnishing information from the files to which 
they had access in Washington and many of them prior to 
Golos’ death paid their Communist Party dues to Golos 
through her. 

To date over 80 individuals have been named by Miss 
Bentley as being connected with the Soviet espionage 
organization either in Washington or in New York. Of this 
number 37 have been identified as employees of the United 
States Government in Washington, D. C. Bentley has stated 
that each of these individuals probably obtained informa- 
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tion from others either casually or through actual recruiting 
and with whom Bentley herself did not come in contact 
(pp. 71-73). 

€ memorandum also said: 

Igor Gouzenko, former code clerk in the office of Col. 
Nikolai Zabotin, Soviet military attaché, Ottawa, Canada, 
when interviewed by a representative of this Bureau and 
officers of the Royal Canadian Mounted Police, stated that 
he had been informed by Lieutenant Kulakov in the office 
of the Soviet military attaché that the Soviets had an agent 
in the United States in May 1945 who was an assistant to 
the then Secretary of State, Edward R. Stettinius (p. 71). 


Two Soviet Rings Not Exposed 
In addition *o identifying the more than 80 particular Com- 
munist agents, 37 of whom were in the United States Govern- 
ment, Elizabeth Bentley testified before our subcommittee on 
May 29, 1952, that to her knowledge there were 4 Soviet 
espionage rings operating within our Government and that 
only 2 of these have been exposed. 


Miss Bentley: First, on the point as to whether or not 
there are Communists still in the Government, | agree with 
Mr. Chambers‘ on that. 

Mr. Morris: In what respect? 

Miss Bentley: I agree with him that quite obviously there 
stil] are Communists in the Government, partially because 
it is an obvious thing and partially because I was told by 
one of my Soviet contacts about the existence of other 
groups in the Government. 

Mr. Morris: In other words, you knew there were espion- 
age rings other than your own in the Government and you 
know they haven't been exposed. 

Miss Bentley: I know they haven't been exposed. I was 
not told who they are, but since they were not exposed, 
obviously they are still operating. 

Mr. Morris: You knew of two individual rings working 
under you? 

Miss Bentley: Two individual rings plus a collection of 
individuals I dealt with individually. 

Mr. Morris: One was the Silvermaster ring? 

Miss Bentley: That is correct. 

Mr. Morris: And the other? 

Miss Bentley: We called it the Perlo group. 

Mr. Morris: You had some indirect knowledge that Alger 
Hiss was operating in the Communist framework, did you 
not? 

Miss Bentley: Yes. One of the members of the Perlo group 
had at one time been taken out of that group by Mr. Hiss 
and turned over to the Russians, and | discovered that 
during the course of my talking to one member of the 
group. 

Mr. Morris: In other words, there was still a third group 
that you knew of that existed at that time. 

Miss Bentley: There was a third group that I knew of be- 
cause of Mr. Hiss, and there was another group that was 
mentioned to me by my Soviet contact without identifying 
it further. 

Mr. Morris: That is still a fourth group. 

Miss Bentley: Yes. 

Mr. Morris: And vou know, as a matter of fact, that 
neither one of these two groups, as far as you know, have 
been exposed as of this date? 

Miss Bentley: As far as I know, they haven't been ex- 
posed (Institute of Pacific Relations hearings, pp. 4777- 
4778). 

When Miss Bentley appeared before us in 1952, she 
painted a word picture of the fundamental design of the pene- 
tration. Significant parts of her testimony are given here: 

Senator Ferguson: Did you have trouble or difficulty 
in moving these agents that you had into strategic positions 
in government or in the Army that you were talking about, 
that you did not want them where there was danger but 
you wanted them in strategic positions? For example, 


*All page references are to the hearings on Interlocking Subver- 
sion in Government Departments unless otherwise indicated. 

*This is the paragraph quoted by Mr. Nixon in his 1950 speech. 

‘Whittaker Chambers, in concurrent testimony (IPR, p. 4776). 
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Silvermaster, did you have trouble moving people such x 
that, or how were they moved to strategic positions so that 
you could get your information? 

Miss Bentley: We didn’t have too much trouble. In the 
case of Silvermaster, he pulled strings and got in there 

Senator Ferguson: What were your avenues for placing 
people in strategic positions? 

Miss Bentley: I would say that two of our best ones wer 
Harry Dexter White and Lauchlin Currie. They had an 
immense amount of influence and knew people and thei 
word would be accepted when they recommended someone 

The Chairman: Harry Dexter White was in what ¢¢. 
partment? 

Miss Bentley: Under Secretary of the Treasury; unde 
Mr. Morgenthau. ; 

Senator Ferguson: In other words, Currie and Whit 
were your instrumentalities in putting people in Strategk 
positions? 

Miss Bentley: I would say they were our most importay 
ones. 

Senator Ferguson: Yes. Did you have any other ones? 

Miss Bentley: Yes. I mean, whoever we had as an ager 
in the Government would automatically serve for putting 
someone else in. For example, Maurice Halperin wa 
head of the Latin American Section in OSS, and ye 
used him to get Helen Tenney in. Once we got one pe. 
son in he got others, and the whole process continued 
like that. 

Senator Ferguson: But if you desired to shift a persm 
from one position to another position you would use Whit 
and Currie? 

M'ss Bentley: We would use White and Currie if we 
could. 

Senator Eastland: Do you know who White's princip/ 
contacts were in the Government so that he could plac 
people in government? 

Miss Bentley: It was my understanding that he knej 
practically everyone in Washington who had any influene 
(IPR, p. 419). 

Miss Bentley: The Soviet intelligence didn’t like to log 
anybody to the Army unless they could get into strategi 
positions—that is, not the infantry but with intelligence, 
they would consider that very good. 

Senator Ferguson: That would be an important position 

Miss Bentley: That would be an important position. 

Senator Ferguson: As you say, though, you tried to keg 
your members out of the real fighting because they couk 
give you little aid? 

Miss Bentley: They could give us little aid, and the 
would also get knocked off. We tried to get them ink 
Washington (IPR, p. 417). 

The subcommittee has therefore assembled all the pert 
nent facts it has received in evidence during the hearings « 
the Institute of Pacific Relations, on American subversives i 
the United Nations, and in this series of hearings since Api 
1953. We are presenting an interim report with a view towa! 
establishing the pattern of infiltration and toward makig 
certain recommendations at this time. 


The Extent of the Penetration 
According to the evidence in our records, those involvedit 
the secret Communist underground included 

an executive assistant to the President of the Unité 
States; 

an Assistant Secretary of the Treasury; 

a United States Treasury attache in China; 

the Director of the Office of Special Political Affairs ! 
the State Department; 

the Secretary of the International Monetary Fund; 

the head of the Latin-American Division of the Officet 
Strategic Services; 

a member of the National Labor Relations Board; 

secretary of the National Labor Relations Board; 

chief counsel, Senate Subcommittee on Civil Liberties 

chief, Statistical Analysis Branch, War Production Boat 

Treasury Department representative and adviser in! 
nancial Control Division of the North African Econo 
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Board in UNRRA [United Nations Relief and Rehabilitation 
\dministration] and at the meeting of the Council of For- 
eign Ministers in Moscow; | 

director, National Research Project of the Works Prog- 
ress Administration. 


The First Penetration 
The first organized subversion encountered by the sub- 
committee, in point of time, was that accomplished by the 
Harold Ware underground cell of the Communist Party in 

Washington, D. C., in the early 1930's. With the recognition 
shat only someone who has been among the ranks of the Com- 
munists can authoritatively testify as to who also were in the 
ranks, the subcommittee took testimony from two members of 
this cell. They were Whittaker Chambers and Nathaniel 
Weyl? In setting forth the members of the Ware cell, we are 
jiting the positions which they subsequently achieved in 
sovernment or in public life and how they testified when they 
were subpenaed by the subcommittee. 

Nathan Witt was attorney for Agricultural Adjustment Ad- 
ministration; Assistant General Counsel, National Labor Re- 
lations Board; the secretary, National Labor Relations Board. 
(Invoked his constitutional privilege of refusing to answer on 
the ground that he could not be compelled to bear witness 
against himself. ) i 

“Lee Pressman, Assistant General Counsel, Agricultural Ad- 
justment Administration; General Counsel, Works Progress 
Administration and Resettlement Administration; general 
counsel, CIO. (Admitted Communist membership before the 
House Un-American Activities Committee. ) 

John J. Abt, attorney for Agricultural Adjustment Admin- 
istration; Assistant General Counsel, Works Progress Admin- 
istration; special counsel, Securities and Exchange Commis- 
sion; chief counsel, LaFollette Civil Liberties Committee; 
special assistant to the Attorney General: (Invoked privi- 
lege.) 

Charles Kramer, Agricultural Adjustment Administration, 
National Youth Administration, staff member, LaFollette 
Civil Liberties Committee; National Labor Relations Board; 
staf member, Senate Committee on War Mobilization; staff 
member, Senate Subcommittee on Wartime Health and 
Education. (Invoked privilege.) 

Henry H. Collins, Jr., National Recovery Administration; 
Soil Conservation Service; Labor Department; staff member, 
House Committee on Interstate Migration; Senate Committee 
on Small Business; Senate Subcommittee on Technological 
Mobilization; entered military Government service as captain 
and retired as major; State Department, displaced persons 
program; Intergovernmental Committee on Refugees. (In- 
voked privilege. ) 

Victor Perlo, National Recovery Administration; Home 
Owners’ Loan Corporation; Commerce Department, economic 
analyst; Office of Price Administration, Chief, Statistical 
Analysis Branch; War Production Board on problems of mili- 
tary aircraft production; Treasury Department Division of 
Monetary Research. (Invoked privilege.) 

Harold Ware, consultant to the Agriculture Department. 
(Deceased. ) 

Alger Hiss, assistant to the General Counsel of the Agri- 
cultural Adjustment Administration; counsel to the Senate 
Committee Investigating the Munitions Industry; staff of the 
Solicitor General of the United States; special assistant to the 
Director, Office of Far Eastern Affairs; Director of Office of 
Special Political Affairs, Department of State; Secretary 
General, United Nations Conference. (Denied Communist 
arty membership before HUAC.) 

Donald Hiss, attorney, Public Works Administration; As- 
sistant Solicitor, Department of Labor; assistant to the legal 


‘It also took the executive session testimony of another ex-Com- 
hunist who il gig of a less important Government Communist 


ng that operated at that time and gave considerable corroboration 
0 the Chambers and Wey] testimony. 
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adviser in the Department of State. (Denied Communist 
Party membership. ) 

Set forth here are some of the individual cases reviewed 
by the subcommittee. 


Some Case Histories 
Harold Glasser 


The Nixon memorandum made reference to Harold Glasser 
in 1945. It read: 

Bentley advised that members of this group had told her 
that Hiss, of the State Department, had taken Harold 
Glasser, of the Treasury Department, and 2 or 3 others and 
had turned them over to direct control by the Soviet repre- 
sentatives in this country (p. 72). 

When Miss Bentley appeared before the subcommittee in 
1951 and 1952, she testified in greater detail about Glasser. 

Miss Bentley: In 1944 I took a group of people | called 
the Perlo group. .. . One of the members of this group was 
a Mr. Harold Glasser in the Treasury. In the process of 
checking everyone’s past, I found that Mr. Glasser had, at 
one time, been pulled out of that particular group and had 
been turned over to a person whom both Mr. Perlo and 
Charles Kramer refused to tell me who it was, except that 
he was working for the Russians, and later they broke 
down and told me it was Alger Hiss (I. P. R. pp. 441-442). 
Whittaker Chambers has also testified under oath that he 

had met Harold Glasser. 

In his book, Witness, published in 1952, Chambers writes: 

Harry Dexter White was the least productive of the four 
original sources. Through George Silverman, he turned 
over material regularly, but not in great quantity. Bykov 
fumed, but there was little that he coyld do about it. As a 
fellow traveler, White was not subject to discipline. Bykov 
suspected, of course, that White was holding back material. 
“Du musst ihn kontrollieren,” said Bykov, “you must con- 
trol him”—in the sense in which police “control” passports, 
by inspecting them. 

I went to J. Peters, who was in Washington constantly 
in 1937, and whom I also saw regularly in New York. I 
explained the problem to him and asked for a Communist 
in the Treasury Department who could “control” White. 
Peters suggested Dr. Harold Glasser, who certainly seemed 
an ideal man for the purpose, since he was White’s as- 
sistant, one of several Communists whom White himself 
had guided into the Treasury Department. 

Peters released Dr. Glasser from the American Commu- 
nist underground and lent him to the Soviet underground. 
Glasser soon convinced me that White was turning over 
everything of importance that came into his hands. Hav- 
ing established that fact, I simply broke off relations with 
Dr. Glasser. Later on, he was to establish a curious link be- 
tween the underground apparatuses, current and_ past. 
Testifying before the McCarran committee in 1952, Eliza- 
beth Bentley told this story. In 1944, she was working with 
what she identified as the Perlo group (after Victor Perlo 
of the former Ware group). In the Perlo group was Dr. 
Harold Glasser. At one point, Miss Bentley had made a 
routine check of the past activities of all the group mem- 
bers. The check showed that Dr. Glasser had once worked 
with a man whom both Victor Perlo and Charles Kramer 
(also a member of the group) at first refused to identify 
beyond saying that the unknown man was working with 
the Russians . . . (pp. 429, 430 of The Witness). 

Glasser was subpenaed by the subcommittee on April 14, 
1953, and invoked his privilege against self-incrimination 
when asked about all of this evidence and information. He 
also refused under privilege to tell the subcommittee the cir- 
cumstances surrounding his Government assignments within 
the United States or abroad. The record shows, however, that 
in 1940, the Treasury Department sent him to Ecuador as 
financial adviser to Ecuador’s Ministry of Finance. In 1943, he 
was the Treasury’s representative and chief of the Financial 
Control Division of the North African Economic Board. He 
was the financial expert of the American delegation in the 

(Continued on page 88) 
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H-Bomb: Reds Narrow Gap 
—America Still Is in Lead 


Russia’s H-bomb changes many things for U. S. 

Air defenses now get higher priority. So do 
bases abroad, guided missiles. Talk about sharp 
cut in military spending probably can be forgotten. 

In the atomic race, U. S. is still far ahead. But 
Russia is closing in faster than expected. 


Now that it is accepted as fact that 
Russia possesses the hydrogen bomb as 
well as the atomic bomb, the conclusions 
that follow are being drawn by officials 
of the U.S. Government. 

Arms race will speed up with em- 
phasis upon atomic weapons. 

U.S. lead on Russia is narrowed, but 
this nation still is about two years ahead 
of the Soviets in atomic armaments. 
New Russian explosion was of the type 
that U.S. set off first in 1951. 

Agreement on disarmament, or upon 
control of atomic weapons, will be as 
difficult as ever to get. 

New efforts to work out some interna- 
tional atomic controls, however, prob- 
ably will be made. 

Air defense of U.S. will come in for 
searching attention at the highest levels 
of Government. Tendency has been to 
let subordinates, commissions worry 
about this. 

Antiaircraft defenses around key in- 
stallations and cities of U.S. will make 
an appearance at a faster rate. Local de- 
fense installations can reassure people, 
be a new kind of “public works” for any 
recession period. 

Bases—around the U.S. coast line, in 
foreign lands and on naval carriers—be- 
come more important than ever as a 
means of discouraging Russian war ideas. 

Missile development will be hurried. 
Ground-to-air missiles that can automat- 
ically track an incoming attacking plane 
or missile offer the best chance of ward- 
ing off atomic attack. 

Detection of incoming attackers and 
early warning measures will get more em- 
phasis. Efforts to produce more radar and 
make existing equipment more reliable 
will increase. Research into new equip- 
ment, new ideas will get a higher priority. 

Civil-defense concepts will be re- 
studied, and there will be added pres- 
sure for revisions in basic approaches to 
the problem. H-bombs can do so much 
damage that World War II ideas about 
bomb shelters, damage control, fire pre- 
vention may have to be junked. Speedy 


20 


evacuation of cities could become the 
theme. It’s an undecided question. 

Military spending will hold high. 
Now that Russia has the H-bomb, the 
theory runs, this country will never 
again cut down on its military establish- 
ment to the point where Russia would 
find it an obviously good risk to try for a 
sudden knockout. Russia’s H-bomb gives 
supporters of a big defense establish- 
ment an effective new argument, the 
most powerful one yet, to use in fighting 
economy and military-cutback moves. 

All branches of the armed forces are 
likely to benefit from this additional ar- 
gument for big defense. Air Force will 
need more fighter interceptors, more 
bases for air defense. Navy will need 
more antisubmarine patrols, bigger and 
better carriers. Army will need more anti- 
aircraft units. 

U.S. strategic air force will take on 
new stature, become to an even greater 
degree the elite group on which any in- 
vestment may seem cheap. As the strik- 
ing force that can return any blow, the 
strategic air force will remain the great- 
est single deterrent to any Russian ven- 
tures with atomic or thermonuclear arms. 

Spending for atomic development 
will rise. U.S. has spent about 8 billion 
dollars on atomic armaments to date, in- 
cluding a capital investment in plants 
and equipment of about 4.7 billion. 
During the next 24 months, that capital 
investment will almost double. The 
great Savannah River, S. C., plant to pro- 
duce tritium and other thermonuclear 
elements for the H-bomb is partly com- 
pleted. A huge new plant is rising in 
southern Ohio and another near Paducah, 
Ky. Other expansion projects are under 
way. The peak of facilities expansion 
is to be reached in early 1954. But 
spending for research, production and 
development of thermonuclear devices 
is likely to increase now that the arms 
race is entering a new and deadlier 
phase. 

More information for the American 
public on what the H-bomb is, and what 
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i$ U.S. SPREAD TOO THIN? 


Promises to Defend Now Encircle the World 


A new, critical look is being 
token now at U. S. defense com- 
mitments in light of the H-bomb 
news from Russia. Question: Are 
we overextended? 

A checkup shows why. Trea- 
ties, bases, other deals pledge 
Americans to go to the aid of 500 
million people, world-wide. 

Almost anyplace a fight starts, 
U.S. will be in it. 


American families with their sons 
and American taxpayers with their 
dollars are committed to the military 
defense of 60 countries on six conti- 
nents—roughly 53 per cent of the land 
area of the non-Communist world. 

If any one of these widely scattered 
nations runs into trouble, its security 
threatened, an American fire brigade is 
already there or pledged to go and help. 
Now, with the Russians in possession of 
the hydrogen bomb, U.S. military offi- 
cials are having to review commitments. 
tosee if the U.S. has spread its resources 
too thin around the globe. 

Never before have so many people of 
the world had a guarantee of support 
from a single nation. The 160 million 
Americans, occupying 3 million square 
miles of the earth’s surface, have made 
promises to go to the aid of 573 million 
people occupying 19 million square miles 
of the globe. And more commitments— 
Spain; perhaps others in the Middle 
East—are in sight. 

These obligations are mainly responsi- 
ble for a U.S. military budget that has 
almost tripled since 1947, and stands at 
43 billion dollars for the current fiscal 
year, exclusive of foreign military aid 
and of defense-supporting activities. 

The commitments made by the United 
States are partly in treaty form, partly 
in actual military forces stationed in 
far corners of the world—sometimes with 
their families-where incidents at any 
time can involve the U.S. in war. These 
forces comprise more than 650,000 men, 
exclusive of the 350,000 men in Korea. 

For American military planners, the 
scope of these commitments creates huge 
and baffling problems. 

American taxpayers demand relief 
from the present burden of taxation—and 
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that burden is related closely to defense 
of the non-Communist world. Military 
men must relate their plans, and their 
requests for funds and men, to the de- 
fense commitments already made by the 
politicians and diplomats. 

At present, according to testimony be- 
fore Congress by generals and admirals, 
the military strength of the U.S. is 
stretched very thin. To meet commit- 
ments, an armed force of 3.5 million men 
is considered small. A budget of 5 billion 
dollars for foreign military aid is re- 
garded as a bare minimum. 

As matters now stand, the U.S. could 
expect to be pushed out, or nearly out, 
of Europe if the Russians should attack 
there. In Korea, the U.S. had to make a 
deal that verged on defeat. In Indo- 
china, the war against the Communists 
is making no headway, and might even 
collapse. In the Middle East, there is 
little defense against the Communists. 

Choice. The U.S. seems to be up 
against a hard choice: 

It can try to meet its commitments 
with its present forces, hoping that the 
Communists will not start a war. 


einige al ee 


Or it can go on building up military 
defenses everywhere, forgetting about a 
balanced budget and tax reduction. 

U.S. military planners admit that it is 
going to. be easier to add new commit- 
ments than to cut down on old ones. For 
them, the growth of American treaty 
commitments and bases has created new 
problems. One detense official says, “We 
fix our commitments so the Russians 
know what places we're going to defend 
and what places we are not likely to de- 
fend. It makes a fixed pattern on which 
they can make their own moves.” 

If this theory is correct, the U.S. has 
to keep on assuming new commitments 
in order to remove targets from the eyes 
of Communist strategic planners. 

This official also raises the question: 
Has the U.S. been trying in too many 
places, especially in Europe, to get from 
treaties and other commitments some re- 
sults that they were never intended to 
provide—friendships and the will to resist 
a Communist attack? He puts it this 
Way: 

“You arent going to make people will- 
ing to fight just by saying you'll back 
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Great Britain, West Europe, 
territory extending from 
Greenland to Turkey as- 
sured U.S. protection from 
attack under North Atlan- 
tic Treaty. 


Canada, all Latin America, 
promised U.S. defense aid 
under Monroe Doctrine, 
NATO, Inter-American 
Treaty or by other pledges. 


Japan, Australia, New 
Zealand, Philippines get 
U.S. armed support under 
separate Pacific pacts. Sim- 
ilar pact with Korea likely. 


By informal agreement, 
U.S. is pledged to defend 
Formosa if it is attacked 
and to give maximum 
support to Indochina’s war 
against Communists. 





Here Is What the U.| 


60 countries—more than 
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them up. They have to want to fight 
first. France is an example of what hap- 
pens when vou push through a treaty 
before the people are really ready for it. 
Turkey is an example of the results you 
can get—the real co-operation—when the 
people are willing to fight to defend 
themselves.” 

He concludes: “You should have trea- 
ties only where there are the same basic 
aims and attitudes to begin with.” 

Now, U.S. military men are having to 
take another look at weak points in 
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American alliances, to see what can be 
done about them with present military 
resources. 

The Americas. Pledges to defend the 
Western Hemisphere against outside at- 
tack go back to the Monroe Doctrine of 
1823. That Doctrine is backed up by the 
1947 Inter-American Treaty of Recipro- 
cal Assistance between the U.S. and 19 
Latin-American republics. A _ similar 
guarantee covers Canada and Greenland 
under the North Atlantic Treaty, which 
includes 12 European nations. 


U.S. policy makers agree that th 
Western Hemisphere is the first defen 
priority, and that it can be defended sv: 
cessfully. 

It is elsewhere that the U.S. is on! 
spot if there’s trouble. In Europe, Afni 
and Asia the United States has far larg 
commitments in man power and monéj 
all undertaken in the last few years. D 
fense against a Russian attack would 4 
more difficult. 

In Europe and North Africa, @ 
NATO pact covers 12 countries fr 
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U.S. is committed to defend 
its own bases around the 
world, now manned by 
650,000 American service- 
men in 23 countries and 
territories. 


In Europe, bases manned 
by Americans help to de- 
fend Great Britain, West 
Germany, France, Austria, 
Trieste. 


In the Pacific, Okinawa is 
a major U.S. base. Other 
American bases are spot- 
ted in Japan, the Philip- 
pines, Korea, islands oc- 
cupied after World War Il. 


In the Mediterranean and 
Middle East, powerful U.S. 
bases stretch from the 
Azores along North Africa 
to Turkey and Saudi Arabia. 


In the Western Hemisphere, 
U.S. maintains bases from 
Alaska and Canada to 
Panama, Cuba and other 
Caribbean areas. 








Iceland to Turkey, plus the Azores and 
Algeria. It commits the U.S. to defend 
that area jointly with the other countries 
if any one of them is attacked by an out- 
side nation, 

This pledge is backed by American 
troop, air or naval forces in 10 nations or 
territories. More than 450,000 American 
servicemen are based in those countries. 
U.S. forces are responsible for defend- 
ing Western Germany, Austria and Tri- 
este, which have no armies of their own. 
American bomber bases in Britain and 
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North Africa would have to dispatch the 
aerial counterpunch to a Russian attack. 
Along with this treaty, the U.S. is 
furnishing money and weapons to each 
of the 12 countries. As a result, U. S. com- 
mitments are heaviest of all in Europe 
and North Africa. Most of the foreign aid, 
military and economic, is going there. 
Only in Turkey, perhaps in Norway 
and Greece, are U.S. military men really 
satisfied with the results. Elsewhere they 
see weak spots. France and other na- 
tions want to cut down on arms spend- 
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ing. Opposition is mounting among the 
Allies to a European Army that would 
include German troops—and U.S. offi- 
cials believe that German participation 
is the key to European defense. 

With this appraisal in mind, American 
officials see no way to reduce U. S. com- 
mitments in Europe—and they are try- 
ing now to get a defense treaty with 
Spain, thus expanding the list of U.S. 
pledges in Europe. 

In Asia and the Pacific—barring the 
Korean war—the United Sfates has sent 
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MEN AND MACHINES OF WAR 
...to protect 19 million square miles 


far fewer troops and much less money 
than it has to Europe. U. S. commitments 
in the Far East stress separate pacts 
with individual countries rather than 
collective treaties. 

In Japan, the United States is com- 
mitted to “contribute”—presumably in 
man power—to the defense of Japan if 
it is attacked. The U.S. has bases there. 
Negotiations are under way for military 
aid. So far, however, the Japanese don’t 
seem to want to rearm themselves, and 
are waiting for the U. S. to do it. 

This means that if Russia or Commu- 
nist China attacked Japan tomorrow, it 
would be entirely up to the United 
States to handle the problem. 

In Korea, the U.S. is committing it- 
self by treaty and bases to defend a 
country where American officials have 
said the U.S. shouldn’t fight a war. It is 
clear to American military leaders that 
U.S. forces would have to carry the 
main burden of defending the Republic 
of Korea against a Communist invasion. 

A mutual-defense treaty with Austral- 
ia and New Zealand pledges the U.S. 
and those countries to help defend one 
another’s Pacific territories in case of at- 
tack. The Americans so far have not had 
to contribute any military aid to New 
Zealand or Australia, and have no bases 
there. 

The U.S. has a similar pact with the 
Philippines, along with agreements for 
military aid and rights to bases. 

In Formosa, the U.S. is pledged— 
though informally and not by treaty—to 
keep the island from falling into the 
hands of Communist China. An attempt- 
ed invasion by Communists would find 
American forces shouldering the main 
burden of defense there. 


24 


In Indochina, French forces have Pres- 
ident Eisenhower's pledge of “maximum 
aid” to prevent the Communists from 
taking over. If an invasion occurred, 
Washington would have to decide wheth- 
er to commit American military forces. 

Almost everywhere in the Far East, it 
is the U.S. that has by far the most re- 
sponsibility for defense against a Com- 
munist drive. American treaties with the 
Philippines, Australia and New Zealand 
do not pledge those countries to help 
defend those parts of Asia where it is 
most likely that trouble would develop 
with Communist troops. Korea and Japan 
aren't nearly capable of defending them- 
selves. 


es, 


To meet this responsibility, the U, s , 
forced to rely on a chain of island base 
extending from Japan in the north 
through Okinawa and the Philippines 
and southward into the central Pacific 
From these bases American forces have 
to be ready to meet a Communist attac 
anywhere in the Far East. 

Gap in defenses. What is causing 
equal worry in Asia now, however, js ’ 
large gap in U.S. commitments. Thi 
gap extends all the way from Indochin 
on the east to Turkey on the west, with 
the exception of an air base in Saud 
Arabia. 

In that area, countries like Egypt 
Iran, Pakistan and Thailand are exposed 
to Communist thrusts without any pros 
pect at present of U.S. aid. Communi 
parties are gaining ground. China is push. 
ing a “Greater Thai Federation” to stir 
unrest, perhaps revolt, in Burma and 
Thailand. 

Without a U.S. pledge, those coun. 
tries appear to offer a tempting target for 
Russian or Chinese troops. The fall of 
any one of them would jeopardize Amer 
ican commitments somewhere—in the 
Mediterranean or the Far East. 

As a result, this country is now having 
to consider new commitments to pro 
tect its old ones—involving the United 
States in more trouble spots, stretchin; 
American military resources even mor 
thinly. 

Thus U.S. military leaders, wherever 
they turn, see no easy way to reduc 
American military commitments abroad 
or make big cuts in defense spending. A 
far as anybody can look ahead, Amer: 
can pledges and bases will continue t 
support the defense of most of the nor 
Communist world. 


—Defense Dept 


WITH THE FIGHTERS, SCHOOL BUSSES 
...and a lot more of America transplanted abroad 
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Allis-Chalmers 
Sifters! 





ue ti A LARGE SHARE of the food items on the 


typical family breakfast tableare processed 


by Allis-Chalmers Sifters. Shown is the Circle 
Sifter, newest of a complete line designed and 
built for a wide variety of industries. 


This multi-purpose sifter—like others in 
the line—cleans and screens not only foods 
such as flour, cereals, sugar, coffee and spices 
but also plastics, cork, talc, drugs and a host 
of other dry granular products. 


Dust-tight, compact, self-contained . 
operating with a true, gyratory sifting motion Circle Sifter, 3-sieve 
... the Circle Sifter is designed for quick, easy changeover 
from one application to another, simply by changing 
sieves. This adaptability factor makes it particularly useful f' 
in the food, animal feed, grain milling, chemical, brewing, standard sieves, 
distilling and pharmaceutical industries. or 7 shallow sieves 


unit. Also available 
with either 4, 5 or 6 


Circle is an Allis-Chalmers trademark. 


Machinery and Equipment to Help People Produce More, 
Have More—LIVE BETTER! 


ALLIS - CHALMERS <©.. 


GENERAL MACHINERY DIVISION 


PLANTS IN: MILWAUKEE, WIS.—PITTSBURGH, PA.—NORWOOD, OHIO — BOSTON, MASS.—TERRE HAUTE, IND.— MONTREAL, P. Q.— ST. THOMAS, ONT. 
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ARMS SPENDING WILL STAY HIGH 


A Lot on Order—Atomic Race—Big Armed Force; 





Businessmen can stop worry- Billions will flow out to industry for tion in the atomic field—H-bombs, 4. 
. . arms orders already placed and yet to bombs, atomic artillery, mines, tony. 
ing about a sudden, drastic cut be placed. does, other new weapons. 
in arms spending. The Air Force, in the face of a Civil defense, lagging until now, ; 
It isn't going to happen. new threat from Russia, will make a likely to come back into favor. In ever tion 
: : stronger bid for money. There will be of a business recession, the Governmey ff hold 
This cut, at most, will be 10 more emphasis on building a defen- probably will go in for pump primiy pre- 
per cent in the next two years. It sive screen around this country for through civil defense. Instead of raking f& crea 
“ detection and interception of attacks leaves, people may be put to work buili.—B fens 
may be less, now that Russia has from the air. ing home defenses. opm 
the H-bomb. The build-up of jet power will go The armed forces, now 3.5. milli 
Goverment will keep spend- — Aircraft orders will remain high. men, will be trimmed, but hardly belowim bacl 
: : : ome budget cuts may be restored. 3.1 million. It takes a lot of civilian-typj ated 
ing enough to give business a The Army will continue with develop- goods to provide for a military force of yet: 
real cushion if and when a ment of new weapons and strengthening _ that size. On the average, it costs $5.50 tion 
of armaments. Military aid abroad will per man for each year’s pay, allowance it 
downturn starts. increase through the remainder of 1953 food, transportation and _ housekeeping wou 
and early 1954, and will decline only items. Add in military equipment, anf 4 
. moderately after that. This, again, means’ the figure doubles. 
H-bomb, you can be quite sure that  o:ders for U.S. business. So the Government will continue to k 
there will be no sudden drop in the Now that the weapons race is on in a big customer for all kinds of good sper 
amount of money to be spent by the earnest, there will be new pressure to In terms of dollars, defense spending aj 
United States Government for na- step up US. development and produc- _ in the current quarter is at a rate of new thes 
tional defense. 
Any idea that the end of war in Korea 
will bring drastic cuts in the military es- 
tablishment or in other types of arms 
spending can be forgotten. 
This fact is of the highest impor- 
tance in measuring the business outlook. 
The U.S. Government, facing a new 
and unexpected situation, is taking an- 
other look at plans for air defense, atom- 
ic development, civil defense. 
Hopes for a balanced budget in any 
early year are beginning to fade. Nation- 
al policy hereafter will be controlled 
more by defense needs, less by the limi- 
tations of the budget. 
Arms spending will not always be as 
high as in the closing weeks of the Ko- 
rean war. Already, outlays are off a bit 
from the peak of late spring. 
But spending cuts will be moder- 
ate, not sweeping. There is to be no 
pulling of the plug on armament orders Pe 
such as after World War II or in "aa: 

1947 and 1948. x) $20.9 $19] 
Instead, even with the biggest cuts wy = alli $16 4 a 
now suggested for the two years ahead, “yy, Billion e Billion 
defense spending still will be barely 10 e “ify v MSA Billion 7 

per cent below that of the final year of YY) 
the Korean war. You get the outlook in 
the chart on these pages. 
For as far ahead as anybody can now 
foresee, the cost of national security will 
be at least 40 billion dollars a year, prob- 
ably more. \\al| 
U.S. business, as a result, will get a Year Ending 1947 1948 1949 
major support from arms spending for a June 30 . 
long time to come. 


tivit 
pili 
D 


With Russia in possession of the 





Source: Treasury Dept. through 1953; anofficial estimates, 1954 & 1955 
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Wy 59 billion dollars a year. In the late 
months of this calendar year, spending 
i] will be at a rate of 54 billion. By 
the spring of 1954, defense costs will be 
down to a rate of around 52 billion, and 
it will be early 1955 before the level 
falls as low as 49 billion. 

That's for U.S. military forces, for- 
ei aid and defense-supporting ac- 
tivities such as atomic energy and stock- 
piling. ; : ; 

Defense spending, so far as projec- 
itions can be made into the future, will 
‘hold at a level well over twice that of the 
pre-Korea period. That’s without any in- 
crease beyond present plans for air de- 
fense, civil defense and atomic devel- 
opment. 

These estimates take into account the 
backlog of 81 billion dollars appropri- 
ated by Congress in past years, but not 
yet spent. That 81 billion, mostly for na- 
tional security, even without any change 
in earlier plans for the defense build-up, 
would limit the cuts that could be made 
in arms spending. 

All this is of the greatest interest to 
business. It means that, while military 
spending is not likely hereafter to be a 
major stimulant to expansion of business, 
these outlays of Government will be- 


$47.2 _ agli 


PeaaeE ' 


$26.4 


$17.8 


1950 1951 


UGUST 28, 1953 


come a powerful backstop if business ac- 
tivity does decline substantially. There 
will not be the void that was created after 
the last war when total Government 
spending—military and civilian—was re- 
duced 59 billion dollars, or 60 per cent, 
in two years. 

This time the transition will be slow 
and gradual. During the fighting in Ko- 
rea, the Government did not plan for to- 
tal war. Now, with the shooting ended, 
plans are for something less than total 
peace. The difference will be reflected 
in many ways, including Government 
orders for goods. 

Cuts in spending on the civilian side 
as well as the military side are to be 
much smaller than many had expected. 

The idea of a 60-billion-dollar total 
budget is disappearing. That, until very 
recently, had been the goal of top off- 
cials of the Eisenhower Administration 
for a year or two hence. 

Today the Government is spending at 
a rate of nearly 73 billion dollars, and it 
will be early in calendar year 1954 be- 
fore there can be much hope of getting 
that rate below 70 billion. 

In the year to begin in mid-1954, the 
Government is expected to spend rough- 
ly 68 billion dollars, and that allows for 
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no increase in plans for the military 
build-up. 

A 68-billion-dollar figure will repre- 
sent a considerable saving below recent 
spending levels. In the year that ended 
last June 30—half under Mr. Truman and 
half under Mr. Eisenhower—the Gov- 
ernment spent 74.6 billion. Still, it will 
be wide of the 60-billion-dollar mark. 

Even if Mr. Eisenhower does get his 
budget down to 60 billions eventually, 
he still will be spending far more than 
was spent by Government during the 
years between World War II and Ko- 
rea. In the year that ended in mid-1948, 
Mr. Truman’s Government cost 33.8 bil- 
lion. These costs advanced to 40.2 bil- 
lion in the fiscal year 1950, which ended 
just as the Korean war started. 

What it all means is that the rug is 
not suddenly to be pulled out from un- 
der U.S. business. Arms spending will 
stay high for years. That becomes doubly 
certain now that Russia has cracked the 
secret of the H-bomb. High-level spend- 
ing for defense does not provide a guar- 
antee that business will avoid the set- 
back that has been widely expected. 
However, these, outlays can serve to 
moderate the effect of such a setback, if 
and when it occurs. 
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PRISONERS SWAYED—DIDN'T FALL 


Communists ‘Sold’ Very Few, Says Top Army Psychiatrist 


What has life in Communist prison camps 
done to the mental and physical health of 


captive American Gl's? 


A staff of 30 Army psychiatrists is in Japan, 
Korea, and aboard ships bringing released 
prisoners home—talking with the GI's and 
helping them untangle the bewildering con- 
flicts caused by months of isolation and Com- 


TOKYO 


Q Colonel Peterson, have you and 
your fellow psychiatrists talked to most 
of the Americans who have come back so 
far? 

A By the time the ships reach the 
U.S. we will have talked with all of 
them. 

Q What is their general 
toward the Communists? 

A My impression is that they do not 
like them a bit. 

Q What is your impression, Colonel, 
of the mental state of the returning 
American prisoners? 

A Their mental state can be described 
as good. 

They have the mental and emotional 
problems expected of any group that has 
been isolated from the rest of the com- 
munity for a considerable period of time, 
who are about to be thrust into the ne- 
cessity of adjusting to their home com- 
munities. Their problems, in essence, are 
identical with those of the veterans re- 
turning from the last war who had spent 
many, many months away from home. 

Q Are there any noticeable differ- 
ences in the condition of these prisoners 
compared to those who returned from 
Germany and Japan after. World War II? 

A It is my impression that this group 
of prisoners does not show the extreme 
degree of malnutrition so often noted in 
the last war, and, therefore, we do not 
find the effects of starvation. 

Q Aside from the physical treatment, 
what were the effects of Communist 
political indoctrination? 

A Indoctrination does have certain 
effects, of course. It is my belief that the 
number of prisoners converted to Com- 
munism is inconsequential. 
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attitude 


munist indoctrination. Col. Donald B. Peterson, 
chief Army psychiatrist in the Far East, tells 


here how the men came through the ordeal. 


However, the methods of indoctrina- 
tion served pretty much to isolate each 
prisoner from his fellows so that many a 
prisoner has been quite alone for many 
months. This, with the segregation of in- 
dividuals from their officers or natural 
leaders, certainly militated against the 
development of group cohesion. This 
does not make for any real instability, 
but it does accentuate the problem 
of being isolated with the inevitable 
constriction of one’s horizons and out- 
look. 

Q You mean that even if the GI did 
not accept Communism he was still af- 
fected by the method of indoctrination? 

A Yes. 

Q How would you describe the rela- 
tionship among the prisoners as a group? 


—Defense Dept. 


COL. DONALD B. PETERSON 


Colonel Peterson was interviewed in Tokyo 
by Robert P. Martin, Far Eastern Editor for 
U.S. News & World Report, who had previ- 
ously talked with 30 returnees and with two 
members of the staff of psychiatrists. 


Are they afraid or suspicious of each 
other? 

A Generally speaking, they are not 
particularly fearful or suspicious. Most of 
the prisoners express considerable dis. 
like for those known as “progessives,” 
but at the same time they are relatively 


tolerant toward most, feeling that each § 


individual was just trying to get along in 
prison. 

Q Have you been able to determine 
in your own mind what percentage o 
the prisoners who have come back should 
be considered what the Communists re 
garded as “progressives”? 

A No. But I feel the percentage i 
very low. 

Q Are the so-called reactionaries, 
those who actively resisted Communis 
indoctrination, any problem in regard ti 
other prisoners or in regard to their inte 
gration into life back in the States? 

A As a special group, I believe not 
We must remember that prisoners repre 
sent a pretty broad cross section of the 
people from America and the personal: 
ties range from the very passive indivit 
ual to the extremely aggressive person 
The reactionary group is probably mor 
likely to be of an aggressive, more stub 
born frame of mind. But it is not the im 
prisonment that has caused this. So as: 
group I see no particular problems. 

Q We hear a lot about guilt feeling 
that some of the prisoners feel the 
should have fought harder before su- 
rendering or that they should have pt 
up more resistance to Communist indo 
trination. Is this a problem? 

A All guilt feelings are a problem t 
the individual who harbors them. Be 
there is no great guilt feeling common ¢ 
this group. Some wonder, “Why did I su‘ 

(Continued on page 30) 
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vive and my friend did not?” and some 
feel that had they done things just a little 
differently, they would not have been 
imprisoned. For the individual who feels 
that way, there is some guilt problem. 

Q Did the Communists try to buy the 
interest or support of the prisoners? 

A Since prison life is quite monoto- 
nous and privileges are few, rewarding 
and punishing behavior by increasing or 
decreasing the amount of food, mail or 
cigarettes becomes a relatively tremen- 
dous reward or punishment—far beyond 
the ability of most of us to understand. 

Another integral part of the process 
was attempting to persuade prisoners to 
report on the activities of others. This 
created distrust of each other and in- 
creased any sense of isolation among the 
prisoners, as well as the actual isolation 
from ideas and conversations inimical to 
the party line. 

Self-criticism, which is a confession of 
wrong thoughts in front of a group, is a 
device by which the individual prisoner 
was brought to commit himself before 
witnesses. All of these devices were, in 
themselves, very effective indoctrinating 
and training devices when the subject 
matter was acceptable to the individual 
and when the individual wanted to 
learn. In the absence of this motivation, 
these devices didn’t work so well. 

Q Several prisoners have mentioned 
that after months of self-criticism and in- 
doctrination they felt impelled every 
time they had a new idea to go and con- 
fess to the Communists— 

A That, of course, was the state of 
mind desired by the Communists and 
the desired result of indoctrination—as- 
suming that it would be permanent. The 
situation you describe smacks very much 
of the fanatic and of the experiences 
among members of certain cults. And it 
must be remembered that, to some, 
Communism takes on some qualities of a 
religion. 

Q Will these men continue to feel a 
need for self-confession? 

A Probably not very many of them. 
I’m inclined to believe that this need for 
confession is more likely a personality 
trait of the individual and not the result 
by itself of indoctrination. 

Q Would you say that the Commu- 
nists could not change an American pris- 
oner’s fundamental principles through 
argument even if the argument was 
backed by force? 

A I believe that is generally true. 

Q Did the Communists use physical 
mistreatment in their indoctrination? 

A We know that physical mistreat- 
ment did exist as far as indoctrination 
was concerned. It was an active threat 
toward those who showed hostility. But, 
in itself, the memory of physical mis- 
treatment or the threat of it is not of 
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prime importance in the mental and 
emotional readjustment of the prisoners. 

Q Many prisoners talked at length 
about the comparatively good treatment 
they received from the Chinese. How 
do you explain that? 

A The contrast between physical 
treatment accorded by North Koreans 
and the Chinese was marked. But there 
are still good reasons why returnees dis- 
like the Chinese. A prisoner is really 
very helpless while in the hands of 
the enemy. Naturally, it is somewhat 
confusing to be held by an enemy who 
treats the prisoner rather better, physi- 
cally, but enforces idleness, continually 
heckles and harries regarding the party 


SAFE AT LAST 
... A prisoner is very helpless in the hands of the enemy” 


line and attempts to isolate one from 
his fellows. All this is cause for consider- 
able resentment. 

Q Would you consider the attempt to 
indoctrinate prisoners a greater atrocity 
than physical mistreatment? 

A Indoctrination seems to have been 
what the prisoners resented most, but I 
doubt whether it could be classified as 
an atrocity. And it is unlikely there will 
be permanent damage from the indoc- 
trination. Life as a prisoner of war is 
never good, and, indeed, most of us 
would sell out for survival without suffer- 
ing permanent damage. 

Q Colonel Peterson, if the prisoners 
rejected Communism, why did so many 
of them believe Communist charges that 


——__ 


we had indulged in experiment 
warfare? 

A This is a thing common to grou 
isolated from all but censored news. i 
the absence of news to the contra 
stories and rumors such as these—pa 
ticularly if skillfully presented—are a 
apt to be believed. Lack of any wel 
rounded news coverage and an opposin 
point of view always results in considy 
able acceptance of anything that js pr 
sented as fact. 

Q What type of prisoner was mp 
susceptible to Communist  indoctr 
tion? 

A I cannot answer that definitely fp 
my observations. However, the indy, 


I gen 


—Wide Worlt 


trination technique in certain eleméa 
resembles some techniques used in hy 
nosis. One out of five persons is vt 
susceptible to suggestion and hypnotii 
readily, without regard to age, sex, 
or intelligence level. 

I am inclined to believe that many 
the returnees who seemed better ind 
trinated have more than their share! 
the human characteristic of suggestili 
tv. If this is so, it is doubtful that 
Communist indoctrination will be pe 
nent, since such individuals should 4 
act speedily and favorably to the 4 
tudes and elements of life in America. 

Q Prisoners returning now appeal 
be more intelligent and less apath 

(Continued on page 32) 
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lhe money that 


brought the 
paper oul of 


the woods 


(A TRUE STORY) 


BUSINESS can start dying at the very 
itn when it looks to an outsider more 
alive than ever before in its history. Its 
trouble is like a malignancy: mushroom- 
ing sales can literally “grow” it to death. 

There is a cure—money for working 
capital. Without it the business can die, 
or at best be stunted—perhaps perma- 
nently. 

There was the paper company that was 
brought to us by a mutual friend in 1935, 
It was growing fast and growing into 
trouble. It had a bond issue that couldn’t 
be paid because cash was short. Its sales 
were on a rapid up-grade—too rapid for 
its small working capital. Its source of 
financing had dried up. To grow as it 
should grow, the company needed a line of 
credit of three-quarters ofa million dollars. 

Now the choice of The First National 
Bank of Chicago to consider the financing 
of this company was not simply the choice 
of “a bank” or even “‘a large bank.”’ The 
mutual friend, who knew our unique 
Divisional set-up, knew that each Division 
serves only a small group of basic in- 
dustries, and serves them exclusively. He 
knew that the officers of our Division D 
were specialists in the financing of the 
paper industry. 

The need here was for bankers who 
knew industry well 


paper personnel 


enough to evaluate the company’s man- 
agement, knew paper industry operation 
well enough to analyze the company’s 
potential, and had the authority to make 
a quick decision. In other words, just the 
kind of specialists that lending officers in 
Division D had become. 

Our officers made the company that 
first loan in 1935 and have made many 
others since. Over the eighteen years that 
have followed that first meeting, an inti- 
mate working friendship has grown up, 
Several departments of The First National 
today serve this valued client. 


Today that company’s net worth is 
$17,000,000 —over 5 


1935. Its sales have increased 


close to limes its 
worth in 
ten-fold, its working capital ten-fold. In 
its specialized field it is the largest pro- 
ducer in the world. 

found the monev we 
back in 19357, 
president today, “we would have lost an 


‘Had we not 
needed so badly savs its 
opportunity for growth that perhaps never 
First Na- 


tional quite literally brought us out of the 


would have come again. The 


woods! But that is only one reason for 
our gratitude to the officers of The First 
National Bank of Chicago. Their counsel, 
srowing from their knowledge of market 
trends and their first-hand contact with 
our industry, has been invaluable through 
the years.” 

Would you like to know 


the Divisional organization of our Com- 


more about 


mercial Department with its ten Divisions 
that cover all industry? 


Could vou use the kind of service they 
offer? A phone call, a wire, a letter will 
bring it to you. Our connections and our 
services are world-wide. Whatever your 
business or wherever you are located, 
we'll be glad to acquaint you with the 
Division in which your account would be 


handled. 








The First National Bank of Chicago 


Building with Industry since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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than those returned in “Operation Little 
Switch.” How do you account for 
this? 

A I don’t know that they are more in- 
telligent. They look brighter and appear 
to be more interested in their surround- 
ings. The “Little Switch” prisoners ap- 
peared to have been selected on the basis 
that these were the prisoners the Chinese 
wished to give us first. 

My impression is that on the whole 
they had been much more isolated. They 
were more distrustful of their fellows 
and had withdrawn very much into them- 
selves. I believe this accounts for their 
looking quite apathetic compared with 
the prisoners now being repatriated. My 
impression is that they were subjected 


READY TO 
... ‘The number converted to 


to the indoctrination methods to a greater 
degree. 

Q What did the Communists hope to 
achieve bv sending this selected group 
back first? 

A I don't know. The indoctrination 
methods seem to be similar to those prac- 
ticed on the population in Red China. It 
is conceivable the Communists would 
like to send home a group of well-indoc- 
trinated Americans to further the cause 
of Communism. But I would say for the 
most part these American prisoners made 
very poor Communists. 

Q What about “brain washing”? 

A As far as changing basic attitudes 
permanently, I believe the “brain wash- 
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ing” was unsuccessful. “Brain washing” is 
rather like a road block. To be effective 
a road block must be continually de- 
fended. I believe the return of these pris- 
oners to America is analogous to with- 
drawing the defenses of a road block. 
Then the undefended road block, or 
“brain washing,” can be removed with 
comparative ease. 

Q Will the returnees feel, when they 
are back in the U.S., that everything 
they do and say is being watched, ex- 
amined and listened to just as it was in 
camp? In other words, will potential 
suspicion among their fellow Americans 
affect their readjustment? 

A I think this depends largely on at- 
titudes engendered by the press. The 


GO HOME 


Communism is inconsequential’ 


returnee must feel his way along to de- 
termine what acceptance he is given, and 
the attitudes of people at home are very 
important to him. 

Consider how the prisoners reacted to 
Communist reports of germ warfare. Now 
if the people of America develop an at- 
titude of alarm that all of these prisoners 
were indoctrinated, then the returnees 
would run into considerable suspicion 
and would react to it. 

Q Will the Government's recent state- 
ment that the real “progressives” may be 
prosecuted tend to frighten those pris- 
oners who may have merely gone along 
with the Communists as a matter of self- 
survival? 


A There would be some grounds f 
initial worry. However, I am sure tha 
by the time the transition to the home 
land has been made, such worry 
have been allayed by realization of thy 
good sense and justice afforded hp 
American institutions. 

Q In your opinion, will it take the re 
turnees long to feel at home again? 

A We must remember that the 
turnees are a cross section of the Amen 
can population, that they have the sam 
distribution of sterling characters and of 
undesirable characters as the group fro 
which they came. 

The prisoners were isolated from ¢ 
events of. life back home for a matter g 
about two vears. Such isolation lastin 
over six months widens the separation g 
ideas and interests between the indivyig 
ual and his people at home. Now thea 
jective, both immediate and long-rang 
is successful reintegration of the returme 
into the home community and family an 
the assumption of his place in life ag 4 
citizen. There are no rules that g 
antee success in this adjustment, becai 
each person is different. 

It is not necessary to adopt a kid-glo 
attitude toward these men, or to regan 
them strangely. But it is necessary 
realize that change has occurred in thé 
returnee and in his family and friends. 

Unpleasant though it may seem, babies 
still cry most annoyingly—a thing that 
may have been forgotten in prison 
camps. To be a successful citizen, the re J 
turnee must accept the fact that babies 
do cry, and adjust his attitude to mee 
that fact. Even the most wonderful wom 
an may still bur the eggs. And certain 
prison experiences do not invariably cur 
all annoying habits the prisoner had 
Simply put, the resumption of shared 
life experiences is most important. 

One special problem arising out of an 
regimentation is the difficulty one has it 
assuming the initiative in making deci 
sions. There is a tendency in all of ust 
protect the one we love from thing 
which cause him difficulty or pain, an 
sometimes this is against the best inter 
ests of the loved one. I believe the gen 
eral attitude should be one that is dow 
to earth—one that regards the retume 
prisoner as a functioning human bein f 
with his place in life, his rights and ¥ 
sponsibilities. 

Some ask whether the prisoner shoul 
be allowed or encouraged to tell storie 
about his imprisonment. There is no rukf 
on this. Some wish to talk, some do noi 
Remember, the prisoner is not a strang§ 
individual at all. He is essentially th ; 
same person who left home. 

Welcoming him home, accepting hirf 
back into the group and sharing lite es 
periences with him is the solution to thf 
worries some of us have had. 
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GM ENGINEERING 


.. PERFECTS TODAYS PROGRESS 


.. PATTERNS TOMORROWS 
PROMISE 3x 





He measures millionth-inch mountains 
—to make GM cars a betler buy 


HERE are many reasons why you get more for your 
money in any General Motors car you buy—whether 
it be a Chevrolet, Pontiac, Oldsmobile, Buick or Cadillac. 


Take engines, for example. Long life depends upon 


perfect matching of their moving parts. Yet smooth as 
these highly machined surfaces may feel, they are 
actually ridged with microscopic peaks and valleys as 
infinitesimal as one-millionth of an inch. 


So here you see how GM insures a more perfect match, 
This production man is using a high-precision electronic 
instrument called a Surfagage®, developed by GM 
Research to measure the exact degree of roughness in 


crankshafts, pistons, bearings, cylinder walls and other 
wearing surfaces. 


With this unique instrument laboratory-accurate meas- 
urements of surface roughness can be made instantly, 
right on the production line. It gives engineers in every 
GM production or assembly plant a split-hair check on 
parts’ surfaces, insuring perfect matching. 


In the making of every GM car there are literally hun- 
dreds of super-precision tests like this on transmissions, 
bodies and frames, as well as engines, which insure 
longer wear and smoother performance. That is one of 
the big reasons why the key to a General Motors car is 
your key to greater value. * 


GENERAL Motors 


(®) 


“Your Key to Greater Value—the Key to a General Motors Car” 


CHEVROLET ¢ PONTIAC ¢ OLDSMOBILE * BUICK ¢ CADILLAC © Ail with Body by Fisher * GMC TRUCK & COACH 











LEADERSHIP DEMANDS CONSTANT ACHIEVEMENT 









A brand-new 
standard of travel await 
your pleasure... 
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‘SUPER CONSTELLATIOY 


The best! 
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NOW  srirrine SERVICE Om@ 





Unmatched! 


BIGGEST! FIVE separate cabins to roam through! “SUPER CONSTELLATION STYLE" COSTS | 
MORE! Yes, class for class you can fly Super( 


NEW  Commodions lounce~HENRY DREYFUSS de- stellation for the SAME FARE as in outmodedst 


COMFORT! | signed interior arrangement and styling - NEW AIRLINES WHO KNOw prove these statemet 
meaning to “luxury aloft.” Soon Trans-Canada, Northwest Airlines, Eastern! 
Cc ~ 


Lines, TWA-Trans World Airlines, Iberia of Sp 
Seaboard & Western, Qantas of Australia, if 
Venezuela, AVIANCA of Colombia, Pakistan, Mex 
Air-India, Braathens of Norway, West Germa 
NON-STOP! More flight range than EVER BEFORE AVAIL- Thailand, Varig of Brazil—will start world-w 


ABLE-~-in practical airline service! Service, joining KLM and Air France. 


FASTEST! HOURS quicker to destination than ever before! 


ALL OVER THE WORLD the swing is to SU" 


(PLENTY of margin to go around and over weather CONSTELLATION STYLE! 18 airlines, and more s¢ 
means ON-TIME departure and arrival TOO!) have bought this plane for practical, depend 


airline transportation. 






- ae See ee 
POWER! To spare! With the newest type proven turbo-com- FOUR TIMES as many as nearest U.S. types: 


MORE THAN TWICE as many as foreign jet ty 





pound Wright engines. 13,000 horsepower. 
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It costs no.more to fly the best 


LOCKHEEI 


SUPER CONSTELLATION 


LOOK TO LOCKHEED FOR LEADERSHIP 





Lockheed 
Aircraft Corporation 


Burbank, California 


Marietta, Georgia 
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ITS THE NEW FAIRBANKS-MORSE 


TRAIN MASTER 


...the most useful locomotive ever built 


Aw type of locomotive that can 
perform all the wide variety of 
motive power jobs found on every 
railroad—this is railroading’s most im- 
portant need today. 
Fairbanks-Morse, long serving the 
particular motive power requirements 
of America’s railroads, has filled that 
need with the most powerful single- 
engine diesel locomotive on the rails 





today — the 2400-horsepower Train 
Master. Train Master is now demon- 
strating—on 10,000 miles of rail— 
what this new Fairbanks-Morse ver- 
satility means to efficiency on more 


than twenty leading railroads. 
Fairbanks-Morse Performance— 
so often the answer to Industry’s 
problems. Fairbanks, Morse & Co., 
600 S. Michigan Ave., Chicago 5, Ill. 


FAIRBANKS-MORSE 


a name worth remembering when you want the best 





DIESEL LOCOMOTIVES AND ENGINES, RAIL CARS AND RAILROAD EQUIPMENT, ELECTRICAL 


MACHINERY, PUMPS, SCALES, WATEK SERVICE EQUIPMENT, HAMMER MILLS, MAGNETOS 
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FARM CONTROLS HERE TO STAY 


Farm controls, quotas and all, 
are coming back. That's set. 


President Eisenhower didn’t 
want it that way, but he’s stuck 
with it. 


Wheat farmers fixed the pat- 
tern, voted nearly 9 to 1 for con- 
trols, thus clinching high price 
supports on the 1954 crop. 

Cotton farmers are in the same 
mood. So, apparently, are grow- 
ers of corn and other big cash 
crops. 


If President Eisenhower has read 
the latest election returns from big 
wheat-growing States, he’s discovered 


Wheatgrowers overwhelmingly favor 
Government support for the price of 
their wheat. If it takes Government con- 
trol over their business to assure sup- 
ported prices, farmers are ready to 
submit to that control. 

Among the 415,000 farmers who voted 
on the issue, 87.2 per cent favored fed- 
eral control over their 1954 wheat crop. 

All present signs are that cotton farmers 
are in the same mood as wheat farmers. 
If a surplus of corn forces corn growers 
to vote on controls, the result is ex- 
pected to be about the same as in wheat. 

Farmers, in effect, are telling the 
President that they are interested pri- 
marily in a firm and fixed price for what 
they have to sell. 

If Government, in other words, tries 
to offer farmers less price protection than 
they now receive, there is a clear indica- 
tion that there will be a kickback at the 
ballot box when the time to vote for po- 
litical offices comes up. 

The farmer, like anvone else, tends to 
vote for what he considers to be his eco- 
nomic interest. In recent months, mil- 
lions of farmers have found that the 
prices of things they buy are either ris- 
ing or holding firm. But prices of things 
they have to sell often have nose-dived. 

Farmers have learned by experience 
that the prices they receive tend to be 
highly sensitive to market conditions, 
while prices they pay tend to be admin- 
istered prices that move much more 
slowly. When they got the chance, wheat 
farmers voted to have the Government 
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Wheat-Control Vote: 
87 Per Cent ‘Yes’ 


Here is how farmers voted when 
asked if they would cut next year’s 
wheat crop in order to obtain fed- 
eral price supports at 90 per cent 
of parity— 


In the main wheat belt—Texas, 
Oklahoma, Kansas, Nebraska and 
the Dakotas—farmers went for crop 
controls by overwhelming major- 
ities. In North and South Dakota, 
for example, 94,873 wheat grow- 
ers voted and only 1,412 opposed 
marketing restrictions. Favoring 
controls, in those two stanchly Re- 
publican States, were more than 98 
per cent of the wheat growers. 
Similarly, in the normally Demo- 
cratic strongholds of Texas and 
Oklahoma, the favorable vote was 
91 per cent of the total. Controls 
got 88.9 per cent of the vote in 
Kansas; 82.9 per cent in Nebraska. 


Controls got a big majority vote 
nearly everywhere else, too. Illi- 
nois was the only big wheat State 
with fewer than two thirds of its 
farmers favoring controls. 


Nation-wide, out of 414,644 
wheat growers who voted, 87.2 per 
cent approved crop limitations. 
Tally for the 18 leading wheat 
States: 


Total For 
State Vote Controls 

Colorado 10,547 87.7% 
Idaho 10,568 91.5 
Illinois 21,971 62.9 
Indiana 17,003 69.5 
Kansas 66,023 88.9 
Michigan 11,174 72.4 
Minnesota 10,750 98.0 
Missouri 14,032 77.4 
Montana 17,069 95.5 
Nebraska 29,927 82.9 
North Dakota 72,316 98.7 
Ohio 19,116 66.7 
Oklahoma 27,510 89.7 
Oregon 2,662 90.6 
Pennsylvania 3,206 64.7 
South Dakota 22,557 98.1 
Texas 19,552 92.3 
Washington 13,699 95.7 











One-Sided Vote on Wheat Decides the Issue 


administer their prices too—even if that 
means controls. 

In much of industry, prices are stabi- 
lized by the control over production ex- 
ercised by a relatively small number of 
producers. If surpluses develop, output 
is cut rather quickly. 

Under the system they just approved, 
wheatgrowers also get production con- 
trols. The Government determines how 
many acres of wheat each farmer should 
plant, and how many bushels he can sell 
next year without paying a penalty. 

The Eisenhower Administration, hop- 
ing to get away from Government 
control in agriculture, thus finds itself ac- 
tually running into a demand that con- 
trols continue. 

The wheat vote showed the pattern 
that can be expected in other crops. Con- 
trols and theshigh support price they 
guarantee got the biggest vote where 
wheat is the big cash crop. In Kansas, 
88.9 per cent of voting farmers wanted 
controls; in Nebraska, 82.9 per cent. In 
the Dakotas the vote was almost unani- 
mous for controls. 

In the Midwestern States where corn 
is the big crop the vote for wheat con- 
trols was smaller. But, when and if corn 
is the subject of concern, these States 
can be expected to turn in a heavy vote 
for price protection. In the South, cotton 
quotas win easily when offered. 

The quota and support system may 
solve the farmer’s price problems, but it 
puts Government on the spot. Production 
limits are not set low enough to prevent 
surpluses from piling up in any normal 
period. So Government finds itself with 
growing stocks of wheat, corn, cotton and 
other products—and the problem of 
how to get rid of them. 

Federal planners have no solution 
yet for the surplus problem. They pro- 
pose a two-price system, to keep prices 
high at home and sell surpluses abroad 
for a song. But this is called dumping 
and brings retaliation from other nations. 
Then there’s the idea of putting tighter 
limits on farm production, with the 
Treasury giving farmers checks for things 
they do not grow; or there’s the idea 
of sliding-scale supports. 

Farmers don't like these fancier 
schemes. They prefer the present sys- 
tem—a high price-support level, fairly 
easy controls, no direct subsidy. That’s 
what Mr. Eisenhower has to provide to 
keep the farmers happy, if the wheat 
vote is any guide. 
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What the Voters Tell Congress 


About Taxes, Spending, Foreign Aid... 


The Eisenhower program is 
popular with the people. That's 
what Congressmen are hearing 
from the voters at home. 

Point by point, there is public 
backing for the President's ideas 
—on taxes, on foreign aid, on 
the budget. 

What follows is an analysis of 
polls by Congressmen. It shows 
what the voters want done in 
Washington. 


Members of Congress, back home 
to sound out opinion, are finding that 
the American people have some def- 
inite ideas on what they want from 
Congress. 

The answers to congressional ques- 
tions were in Washington all the time. 
They fill 15 polls taken by Congressmen, 
pin-pointing public opinion in districts 
all across the country. The polls just now 
are being brought to light. 

What the 15 House members found 
through opinion polls of their constitu- 
ents was this: 

Military aid to foreign governments 
still is popular. But there is a disposition 
to demand that other governments do 
their part in defense. And economic aid 
has lost its appeal. 

There is plenty of support for high de- 
fense spending. But there are demands 
for economy in all other areas of Govern- 
ment. Most people want to see the budget 
balanced before there are tax cuts. 

More Social Security is popular. Uni- 
versal Military Training has broad sup- 
port. But there is perplexity about the 
farm problem, just as in Congress. No 
one quite knows what to do. 

And President Eisenhower has broad, 
general support. 

The polls cover all kinds of districts: 
Long Island suburban; big cities like 
Chicago, Buffalo, Cleveland and _ Los 
Angeles; mixed urban and rural in New 
Jersey, Indiana, Washington, Ohio and 
Iowa; rural in Nebraska, California, 
Arizona, Arkansas and Missouri. They 
provide the same cross section of opinion 
that members are finding at home now. 

Ten of the 15 polls asked voters about 
taxes. In every test voters favored bal- 
ancing the budget before granting tax 
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cuts. Margins for this ranged from 2 to 1 
in Washington to 9 to 1 in Long Island. 
But in Chicago, where the question was 
asked differently, the result showed a ra- 
tio of 5 to 4 for an immediate cut in in- 
come taxes. By a ratio of 51 to 48, Chi- 
cagoans wanted to keep the excess-profits 
tax. In three of the polls, voters did not 
want to pay any higher taxes to balance 
the budget. 

Economy. In general, voters called 
for economy in Government. Arizonans 
by a margin of 6 to 1 wanted to elimi- 
nate deficit spending. Los Angeles peo- 
ple were 7 to 1 for trimming the number 
of Government employes. 

But five or six polls that asked the 
question turned up majorities against 
cuts in defense spending. The Chicago 
poll, by a narrow ratio of 54 to 45, fa- 
vored cuts even here. In Iowa, the ratio 
was 25 to 19 against defense cuts. In 
rural California, it was 2 to 1 against 
such 

The proportions against defense cuts 
ran higher where air and atomic pro- 
grams were involved. Iowans were 5 to 
1 against Air Force cuts. Arkansans were 
8 to 1 against cuts that would affect Air 
Force and atomic programs. 

Farm questions brought a mixture of 
replies. In Arkansas, Missouri and Ari- 
zona, the votes favored keeping farm 
price supports. Margins ran from 5 to 4 
to as high as 9 to 1 for supports. But, in 
Iowa, Cleveland, rural California, In- 
diana, central Ohio, Los Angeles, Nebras- 
ka and on Long Island, the vote ran 
against such supports. 

All of the polls that raised the ques- 
tion got a strong endorsement of plans 
to broaden the coverage of Social Secu- 
rity. The margin ranged from 7 to 2 on 
Long Island to 3 to 1 in Iowa and Los 
Angeles. But Missourians opposed com- 
pulsory health insurance. This is the 
only place that question was asked. 

Admission of displaced persons draws 
a divided response, depending upon 
where the question is asked. In Cleve- 
land, Iowa and Chicago, the margins 
run from 11 to 6 to 3 to 1 against. In 
Arizona, New Jersey and Buffalo, the 
margins run about 2 to 1 for admission. 

Communism. There is broad support 
for the Communism investigations. In 
polls in New Jersey, central Ohio, Los 
Angeles, Chicago and Indiana, voters 
gave margins of from 3 to 1 to 11 to 1 for 
including schools and colleges in loyalty 
investigations. Clevelanders said by a 


cuts. 


margin of 2 to 1 that the inquiries of Sep. 
ator Joseph R. McCarthy of Wisconsin 
should continue. Long Islanders by a ra. 
tio of 25 to 1 wanted an inquiry into 
Communists in education and _ religion, 
Clevelanders voted by 7 to 2 that the 
Communist Party should be outlawed, 

Federal aid to schools drew support 
by large margins in Missouri, Cleveland, 
Buffalo and Iowa. Rural Nebraskans re- 
jected such an idea. 

Reciprocal trade agreements were ap- 
proved by 6 to 1 in Cleveland and Indi- 


—Harris & Ewing 


LETTERS FROM BACK HOME 
... where views are definite 


ana. But Chicagoans voted 2 to 1 against 
cutting tariffs to admit more foreign 
goods. In Washington, the vote was 7 to 
1 for tariffs on fish, plywood, cheese and 
glassware. Iowans by 5 to 1 want the 
right to cancel agreements that threaten 
American interests. And rural Cali- 
fornians are opposed to cuts that hurt 
domestic industries. 

Taft-Hartley. A wish for amendment 
of the Taft-Hartley labor Act was regis- 
tered in every case in which that ques- 
tion was presented. This showed up in 
Buffalo, on Long Island, in Los Angeles 
and in Arizona. In Iowa and Cleveland, 
there were votes against repeal. 

Statehood for Hawaii and Alaska was 
heavily endorsed in eight polls. The mar- 
gins ran as high as 7 to l. 

In most cases where the question was 
asked, Congressmen were told to go 
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ahead with military aid to Europe. In 
Chicago, the vote was 5 to 4 against fur- 
ther arms aid. In Indiana, voters were 
about evenly divided. But the vote for 
continuing such aid ranged from 3 to 2 
in central Ohio to 6 to 1 in New Jersey. 
In lowa. however, it ran 9 to 1 against 
such aid if foreign nations do not try to 
do their part. 

Wherever asked, the polls showed 
strong sentiment for cutting economic 
aid. Margins ran from 2 to 1 in Indiana 
and Arkansas and 8 to 1 in Long Island. 

Five polls got an endorsement of the 
program for sending technical aid to 
backward nations. Two polls brought 
yotes against this program. 

U.N. Clevelanders voted 18 to 1 for 
staying in the North Atlantic Treaty Or- 
ganization and 7 to 1 for staying in the 
United Nations. In Chicago, the vote was 
2 to 1 for staying in the United Nations. 
But Indianans, by a 3-to-1 margin, fa- 
yored slicing United States financial aid 
to the U.N. 

Where the question was asked, in 
Buffalo and Arkansas, polls ran 6 to 1 
for a defense pact in the Pacific simi- 
lar to NATO for the Atlantic. Votes for 
continued military help for Asia ranged 
from 2 to 1 in central Ohio to 3 to 1 in 
New Jersey and 7 to 1 in Cleveland. 

Four polls wanted to do away with se- 
cret foreign agreements. By margins 
ranging from 3 to 1 in Iowa and Chicago 
to 14 to 3 in Cleveland, voters urged re- 
pudiation of secret agreements of Yalta, 
Potsdam and Teheran. 

This is largely what the members 
of Congress are hearing now as they go 
up and down their districts. The 15 
congressional polls were conducted by 
5 Democrats and 10 Republicans. 

The Republican pollsters are Repre- 
sentatives Stuyvesant Wainwright, 2d, 
and Edmund P. Radwan of New York, 
Joseph F. Holt of California, George H. 
Bender and J. Harry McGregor of Ohio, 
Timothy P. Sheehan of Illinois, S. J. 
Crumpacker of Indiana, Russell V. Mack 
of Washington, Thomas E. Martin of 
Jowa, and A. L. Miller of Nebraska. 

Democrats are: Charles R. Howell of 
New Jersey, Clair Engle of California, 
Harold A. Patten of Arizona, E. C. 
Gathings of Arkansas and Paul C. Jones 
of Missouri. 

Their polls reach persons of all politi- 
cal parties in their districts. They send 
out questionnaires to all sorts of voters 
and tabulate the replies. One member 
tries to reach a fourth of the voters in his 
district. Usually, they get about 10 or 12 
per cent replies to their questions. 

The replies sometimes leave the Con- 
gressmen confused. But they are using 
their own polls of voter sentiment to 
shape congressional decisions. The trips 
home only serve to reinforce the polls. 


AUGUST 28, 1953 





The People 


The Questions 


Yes 


The Answers 


yl 


| 


Undecided 





Continue military aid to Europe? 


16,452 


4,140 


192 | 








Go on leading NATO? 


18,171 


1,779 


1,434 | 








Stay in United Nations ? 


16,227 


2,089 


2,668 | 








Repudiate Yalta, Teheran, Potsdam pacts ? 


14,673 


3,208 


3,453 _| 








Continue aid to Asia? 


12,672 


4,179 


3,933 _| 








Help France pay for war in Indochina? 


5,402 


12,480 


4501 | 








Install Universal Military Training ? 


14,163 


0,404 


1167 | 








Cut Taxes before balancing the budget? 


4.416 


13,929 


3,039 | 








Raise taxes to balance the budget? 


7,908 


11,468 


2,008 | 








Cut defense spending ? 


11,926 


4215 


5,643 | 











Give larger pensions to offset inflation? 


13,281 


6,042 


2061 | 








Keep the Taft-Hartley Act? 


16,395 


2,319 


2,610 | 








Give federal aid for education where needed ? 











12,165 


6,603 


2,616 | 








[ Grant Statehood to Hawaii ? 


15,702 


2,996 


3,126 | 








Give Statehood to Alaska? 


15,705 


2,166 


2,913 | 








Build the St. Lawrence Waterway ? 


16,539 


1,902 


2,943 | 








Let Senator McCarthy investigate subversives ? 





12,162 


6,294 


2,928 | 








[ Continue farm price supports ? 


9,/06 


12,774 


2.904 | 








| Have loyalty oaths at schools and colleges ? 


13,665 


9,172 


2,547 | 








Outlaw the Communist Party? 








14,481 








3,978 


2,925 _| 





Poll conducted by Representative George H Bender, Republican, Ohio. 
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ONE TIME AMERICAN AID PAID OFF 


lran’s U.S.-Trained Army Blocked Communists 


Story behind the Iran headlines 
is a U.S. victory. 

Moscow backed Mossadegh, 
helped him when he needed it, 
counted on him to clear the way 
for a Communist take-over. 

U.S. backed the Army and 
police, helped train and equip 
them, counted on them to stop 
Communism. 

It turned out to be a U.S. aid 
program that worked. 


Reported from 

TEHERAN and WASHINGTON 
Military forces armed and trained 
by the U.S. have snatched Iran out 
from under the noses of Communists 
who were on the point of taking over 
the country. In a showdown, U.S. 

military aid to Iran has paid off. 
The Iranian Army and National Po- 
lice, men trained by Americans, used 
American-made trucks to move into Te- 
heran where howling mobs, many of 
them led by Communists, ran riot in the 
streets. With Sherman tanks and U. S.- 
made arms, the military ousted Premier 
Mohammed Mossadegh and took over. 
It was a last-minute coup. Commu- 


oot 


ON REVIEW 
..-American-trained men with American-made arms 


nists, taking orders from Moscow, had 
helped the aged Mossadegh smash the 
political powers of the Iranian Parlia- 
ment and of the Shah. At the end, Com- 
munist-led mobs were the weeping Pre- 
mier’s only mass support. The Shah had 
fled. Some Army leaders loyal to the 
Shah had been arrested. Outlook, for 
the anti-Communists, was black. 


—United Press 


ON RIOT DUTY 
«.- against Communist-led mobs from the “‘Pit’’ 


U.S. gamble was that military aid to 
the Iranian armed forces, given sparingly 
on a low priority until this year, would 
be used to keep Iran out of Moscow’s 
clutches. It worked. 

Trouble in Iran is not over. Commv- 
nists are not likely to give up without a 
struggle. The Army’s strong man, Maj. 
Gen..Fazlollah Zahedi, has competition 
in the top ranks of the Army. 

But Iran, with the Army and the po- 
lice in power, is not likely to go Commu- 
nist. Moscow, for the moment at least, 
has been thwarted. 

Inside story of what has been going on 
in Iran, behind the howling mobs, the 
oil, and the dramatics of weeping poli- 
ticians, involves rival — strategies—the 
Moscow strategy and the U.S. strategy. 

To Moscow, Iran had appeared to be 
all but “in the bag.” Georgi Malenkoy, 
the Soviet Premier, was so impressed by 
the prospect that Iran would fall into the 
Soviet empire that he referred in glow- 
ing terms to “mutual friendship and col- 
laboration” in his report to the Supreme 
Soviet. 

Soviet strategy in Iran had been to 
give financial support to the Tudeh Party, 
which supported the Mossadegh Gov- 
ernment. The Communist-led Tudeh is 
strong among the poor of Teheran’s 
“Pit,” a section of the capital that has 
few rivals in the world for tumble-down 

(Continued on page 43) 
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me Automatic answer 





TO TEMPERATURE 





;ontrol Problems 


JOHNSON 
EXPERIENCE 





KNOWING HOW 
TO DO IT 


PAYS OFF 
FOR OWNERS 


Mompltt. 


== LE BONHEUR CHILDREN’S HOSPITAL 





Two-thirds of a century of engineering familiarity with all types of heating and air con- 
ditioning systems, large and small, accounts in part for the high esteem architects, engineers 


and management hold for Johnson Service. 


Mainly, however, it is the day-by-day successes of the nationwide staff of Johnson engineers 
in anticipating and solving every conceivable control problem that has gained for the 


Johnson organization the reputation of knowing how to do it. 


Techniques and engineering skill which have been applied by Johnson to the heating and 
air conditioning control problems of world-famous buildings are readily available to all 
classes and sizes of buildings, old or new. Enjoy the best. It’s how it’s done that pays off 


for owners! 





Let an experienced engineer from a 


nearby Johnson Branch prove to you 
the advantages of Johnson Control 
for your building. Johnson Service 
Company, Milwaukee 2, Wis. Direct 
branch offices in principal cities. 








JOH NSON e Sutomatic Temperalu 7e and 


MANUFACTURING + PLANNING + INSTALLING + SINCE 1885 htt Conditioning CONTROL 









@ Is it reasonable for men who make steel 
to recognize that plastic pipe can do things 
steel cannot? 


Certainly they’re quick to see steel do many 
things plastics can’t. 


Republic Steel produces plastic pipe. But 
Republic also lists among its products tita- 
nium sheet, aluminum windows and pow- 
dered iron. Each has qualities that outdo 
steel on some jobs. 


Republic Steel Corporation is not only iron 
ore mines and blast furnaces. It is men earn- 
ing a living by providing other men materials 
for them to use in earning their livings. It 
is men providing pipe where pipe is needed 
—seamless steel pipe; welded steel pipe (three 


REPUBLIC STEEL 


IN PLASTIC PIPE? 





types), and plastic pipe. Republic Steel’s pro- 
duction of plastic pipe augments Republic’s 
3-STEP SERVICE FOR STEEL USERS: 


1. to make more and better kinds of steel 
than any one else: 


2. so that we can recommend the precisely 
exact steel for your job: 


3. then to share with you our unexcelled 
knowledge of how to fabricate steel in 
order that you can get the best results 
for your product. 


We see steel as the world’s most versatile 
material — but certainly not the be-all and 
end-all for every job. This realistic attitude 
toward our main product is one reason why 
you can depend upon our recommendations. 


REPUBLIC 


WORLD'S WIDEST RANGE 
OF STEELS 
AND STEEL PRODUCTS 

















REPUBLIC 





Steels and steel products 
for almost every need. 
Here are a few of them. 





REPUBLIC SILICON STEELS —For 3.10 
lamellar cores in motors, generators, 
controls and transformers. Uniform 
temper for accurate punchings; tight 
oxide scale to minimize flaking. A 
smooth surface from cold reduction, 
freedom from coil set, make lamina- 
tions lie flat and stack tightly. 





REPUBLIC ELECTRICAL RACEWAYS 
ELECTRUNITE E.M.T., lightweight 
threadless steel, especially easy to 
install. ELECTRUNITE ‘“DEKORON- 
COATED” E.M.T., armored with tough 
plastic that resists most chemicals and 
fumes. RIGID THREADED CONDUIT— 
black or galvanized. 





REPUBLIC LINE PIPE—Uniform diam- 
eter, roundness, wall thickness, duc- 
tility and high yield strength speed 
installations. Electric Resistance Weld 
Line Pipe, 234” to 16”, and Electric 
Fusion Weld Line Pipe, from 24” to 
30”. More than 67,000 miles installed 
by oil and gas industries. 


** * * 


Republic Steel Today: 


ore mines here and abroad; lake and 
Ocean-going ships; coal mines; furnaces 
and huge steel mills, North and South; 
steel fabricating plants across the 
Nation and in Canada; sales offices 
in principal cities; PLUS 70,000 men 
and women working together to pro- 
duce steels and steel products to help 
build and protect a stronger America. 
Republic Steel Corporation, General 
Offices, Cleveland 1, Ohio. 
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shacks and abysmal poverty. Out of the 
“Pit” came the Communist-led mobs of 
rioters who, time and time again, dem- 
onstrated wildly for Mossadegh in his 
tilts against Parliament, against the Shah 
and against his rival politicians. 

Until Mossadegh’s Government was 
reduced to virtually complete depend- 
ence on the Communist-led mobs, Mos- 
cow offered little Russian aid to Iran. 
Then, as Mossadegh’s dependence on 
the Communists became apparent, So- 
viet diplomats in Teheran began to talk 
of releasing gold that the Iranian Gov- 
ernment once had deposited in Moscow 
and of other help for the Iranians—pro- 
vided, of course, Premier Mossadegh rec- 
ognized his debt to the Communists. 

U. S. tactics were quite different. U. S. 
got into the Iranian mess in wartime as 
a sort of junior partner to Great Britain, 
long a power in Iranian politics. U. S. and 
Britain together moved into Iran, depos- 
ing a pro-Nazi Shah, father of the present 
Shah, to protect the supply route for 
U. S. aid to Russia during World War II. 

A U.S. police expert, Brig. Gen. H. 
Norman Schwarzkopf, was given the 
job of organizing, arming and training the 
Iranian police. At war’s end, when Rus- 
sian troops remained in Northern Iran, 
U.S. and Britain, through the U. N., de- 
manded and got a Soviet withdrawal. 
The pro-Western Government of Iran, in 
1947, received a 10-million-dollar U.S. 
loan to build up its little Army and hired 
a small U.S. military mission to train it. 

Assassination of Iran’s pro-Western 
premier put Mossadegh in power early in 
1950. He nationalized the country’s oil 
industry, ousting the Anglo-Iranian Oil 
Co. He unleashed an anti-British cam- 
paign; he sought U.S. financial support 
for his Government. Oil production 
halted. Iran slid toward bankruptcy. 

Publicly and behind the scenes, the 
U.S. sought a settlement of the oil dis- 
pute, but failed. Korean war had begun. 
Mossadegh, fully aware of U. S. fears that 
Moscow would strike next at Iran, tried 
to drive a hard bargain. 

Meanwhile, the original U.S. military 
mission of 77 members had expanded. 
Before Mossadegh came to power, the 
U.S. mission had set up a model armed- 
force school near Teheran and had 
helped the Iranians reorganize both the 
Army and the police. Iran had received 
a 25-million-dollar Export-Import Bank 
loan and was getting about 47 million 
dollars’ worth of U.S. technical assist- 
ance and economic aid. 

Arms aid, originally scheduled at the 
rate of about 11.5 million dollars’ worth 
per year, was boosted, on paper, when 
Korean war began. Actually, deliveries 
were slow. American tanks and guns 
available were assigned first to Korea. 

(Continued on page 44) 









NEW 


No other paper like it! 


Tough Mosinee ScrIM- 
TEX is better because: 
1, Glass-fibre reinforc- 
ing scrim is embedded . 
or ‘built-in’ as part of the paper itself. 
2. No adhesives or binding agents 
needed, as in laminated papers. 

3. SCRIMTEX can be treated or impreg- 
nated for many industrial processes. It 
solves packaging problems because it has 
high tear-strength, low-temperature flexi- 
bility and high G-E puncture resistance 
(punctured hole won't spread). 

4. Can be made to conform with Gov- 
ernment requirements for neutrality. 
Contact MOSINEE PAPER MILLs Co., 
MOosINgE, WISCONSIN. 


iY WoRtn tt: 
MTEX 





makes fibres 
work for 
industry 


Mail coupon 
for 
free samples 








The facts of life! 























































































































(and how to explain them) 


“It's time you learned the facts!” 
“Hot dog!” says Baby Boy. 
“Well,” you continue, “Men are different 


from ladies. They...er, shave ...and 
” 
ee 


“Get to the point, Pop!” 


“Now that you're about to become a 
man you should know about shaving!” 
“What about dames?” asks Angel Face 
coldly. 

“They're made of finer Swedish steel,” 
you say hurriedly, by the exclusive 
Duridium process. They whisk whiskers 
away quick as Brer Fox.” 


“Dames?” he says puzzled. 


“No, Sutver Star blades, the choice of | 
wise and successful executives like your | 


...er Father.” 


“Yeah, but what about Dames?” he says 
relentlessly. 


“Women?” you say, “Glad you asked, son! 
... Smart women always buy their hus- 
bands finer double-edge Si_ver Stars.” 
(in the 20-blade dispenser, 98¢). 


Guaranteed by American Safety Razor 
Corp. 








PRECISION PRODUCTS. 
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“Son,” you say in an embarrassed tone, | 
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Indochina’s shooting war got the next 
priority. Iran’s Army, untried and of 
doubtful loyalties, competed with Greece 
and Turkey for what could be spared 
from shooting wars and from the de- 
mands of U.S. Allies in Western Europe. 

Training, however, continued through 
the years. Iran’s officers and men learned 
slowly to use American bazookas, tanks, 
trucks, guns and technical equipment. 
U.S. officers agreed that Iranian Army 
and police morale was high, that Com- 
munists were making little progress in 
infiltrating the Army command. 

Last autumn, however, Mossadegh 
forced the young Shah to give the Pre- 
mier the job of Defense Minister, too. 
In a purge of the Army, Mossadegh fired 
15 generals who had worked closely with 








i 


of Iran’s 150,000-man armed forces 
Army and National Police, were outside 
Teheran. Most of Iran’s 15 million peo- 
ple, nearly a third of them wild tribes. 
men with little respect for the Govem. 
ment’s authority, were out of touch with 
developments in the capital. In Teheran 
Mossadegh had apparently eliminated all 
political rivals. But he also had lost most 
of his political supporters—except the 
Communists. 

Forewarned of a revolt brewing in the 
Army, Mossadegh had the officers whom 
he had promoted call picked troops into 
Teheran. They arrested some Army lead- 
ers; they crushed the revolt in Teheran, 
The young Shah fled the country with 
his Queen, flying first to Iraq. then to 
Rome. Mobs cheering Mossadegh took 






























IRAN‘S ‘WEST POINTERS’ 








The armed forces had the real power—and they fought Communism 


the Americans. He demanded and got 
personal pledges of loyalty from gen- 
erals who remained. 

This year, despite the question of the 
Army’s loyalties, U.S. deliveries of arms 
and military equipment to Iran were in- 
creased. In part the increase involved 
matériel promised previously but held 
up until U.S. forces in Korea were sup- 
plied. In part, it was a gamble by U.S. 
policy makers that, in a pinch, Iran’s 
armed forces would not let Communists 
take the country from the inside. 

In July, President Eisenhower wrote 
Premier Mossadegh not to expect any 
large-scale economic aid from the U. S. 
until the oil problem was settled. And, 
early in August, Premier Mossadegh ac- 
cepted Communist support to win public 
approval for dissolving Iran’s Parliament, 
making himself a dictator. 

The showdown, when it came, was 
at first confusing and complex. The bulk 


over Teheran’s streets, tearing down pic- 
tures of the Shah. 

Out of hearing of the Teheran mobs, 
the Iranian armed forces rallied to Gen- 
eral Zahedi, a former chief of the Ameri- 
can-trained police, who was loyal to the 
Shah. Zahedi’s forces, in American trucks 
and tanks, carrying American arms, 
moved into Teheran. Within nine hours, 
Mossadegh was out and Zahedi was the 
Shah-appointed Premier. Mobs, no long- 
er Communist-led, cheered Zahedi and 
the Shah. 

Before the dust settles in Iran, there] 
is likely to be more violence. Oil agree 
ments still may be difficult. General Za-7 
hedi, the new strong man, is reputed to 
be anti-British as well as anti-Soviet. 7 
Communists remain strong in the cities! 
of Iran. But U.S. military aid to a non 
Communist Army, in Iran at least, has 
paid off in a last-minute defeat for Com- 
munists. 
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COMPARE THE FARE AND YOU'LL GO BY AIR 


Only on United Air Lines’ Main Line Airway can you do all this! 


AIR LINES 


Copr. 1953 United Air Lines 








PORTLAND 


CHICAGO “~ 







ie Mss a _ SAN FRANCISCO 


2. _® 
——— “~ NEW YORK 
ANGELES 





LOS ANGELES 


Visit both San Francisco and Los Angeles for 


All these cities may be included in a round trip 
Boston-Honolulu itinerary at no extra fare. 





a~ aa 


1 Fly Direct, to all the areas above, on the only airline that links 
the East and Midwest with all the Pacific Coast and Hawaii. 


Mainliner® fares often less than first class rail plus lower berth ! 


n- 3 Enjoy the Fastest One-airline Service to Hawaii from the East 
or Midwest, and direct service to vacation areas of the Rocky 
aT Mountains, California, Pacific Northwest, and New England. 








Both FIRST CLASS and AIR TOURIST service; seats on all flights only 2 abreast on each side of a wide aisle 










NEW @YORK NEW YORK 
5 Om bes 


= 
SAN'FRANCISCO DENVER = “HICAGO 


From Chicago or west, visit all these cities for 
the round trip fare to Boston. 


On a round trip ticket, New York-Portiand, you 
can visit these extra cities at no extra charge. 
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2 Visit These Extra Cities at No Extra Fare. United's route offers 
many opportunities to go one way, return another. On first class 


flights, stopovers within a liberal time limit cost nothing extra. 





4 Fly to the Great Embarkation Points of both coasts. United will 
gladly arrange your complete ticketing for both U.S.A. and 
world air travel. Call United or an Authorized Travel Agent. 


Bank of America, with 538 branches 
in 330 California communities, is the 
world’s largest privately owned bank. Its 
shares are held by 220,000 stockholders 
residing in every one of the 48 states. 


ZI 


THINS sf mH 


Building California.. Surin You! 


From the valleys of California come one-third of the nation’s truck garden crops. 
This large production creates a continuing demand for planting and harvesting 
equipment . . . for chemicals used in fertilizing and spraying... for steel to make “tin 
cans”. . . for packing and canning equipment. The California farmer is one of indus- 
try’s best customers—and much of what he needs is financed by Bank of America. 
This is another way in which the resources of this California-wide bank are building 
California and serving you—the business and industrial interests of the nation. 


Bank of America 


NATIONAL {8UST/22 ASSOCIATION 


2 ee 22 * Sauk of Amirica Lay @ member of the Federal peserwe Systime And Fidrrak Depot rauranee Corper atic 
,* . 
A Bank of America has main offices in the two Reserve cities of California, San Francisco and Los 
Angeles. Overseas branches: London, Manila, Tokyo, Yokohama, Kobe, Osaka, Bangkok, Guam. Rep- 
resentatives: New York, Mexico City, Milan, Paris and Zurich. Correspondents throughout the world. 
Bank of America (International), New York, a wholly owned subsidiary; overseas branch, Duesseldorf. 
COPYRIGHT 1953, BANK OF AMERICA N. T. & S.A. 
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FROM THE CAPITALS OF THE WORLD 


CASABLANCA....PARIS....LONDON.... 








>> CASABLANCA--A budding civil war in French Morocco, here in the northwest 
corner of Africa, hits the United States as well as France. 

This is where the American "big stick" is located--the five huge bases from 
which U.S. bombers can fly the H=bomb to the heart of Soviet Russia. The U.S. 
has bases closer to Russia, but none as big as these and none as safe from 
Soviet attack. This is why Morocco is so important to the U.S. 

Now Morocco is in trouble, a lot of it. The natives are quarreling with 
the French, and with each other. The French can sit on the lid now, but not 
forever. France has its hands full at home, not to mention Indochina. 

The prospect is for years of tension in Morocco. This affects the security 
of U.S. bases in Morocco. Other U.S. bases will be affected if the trouble here 
spreads, as it is likely to. It has already spread to Tunisia, 1,000 miles east. 





>> Dollars of U.S. taxpayers are deeply involved in Morocco. 

Cost of the five bases has been under heavy attack. First estimate was for 
a total cost of 290 million dollars. Now, with three bases completed..... 

Actual cost will be upward of half a billion. This includes not only air 
strips two miles long but also huge hangars, elaborate machine shops, some of 
the world's biggest fuel tanks, miles of railways and highways, and housing for 
thousands of people. The U.S. has moved into Morocco in a big way. 

What U.S. taxpayers get, in return for this outlay, is air defense for both 
the U.S. and Europe, to some extent for the Middle East as well. 

But it's only as secure as the people of Morocco want it to be. 











>> For U.S. purposes, Morocco has a lot to recommend it. It's at the Atlantic 
end of the Mediterranean, accessible to both U.S. sea power and air power and 
yet only a stone's throw from Europe. And France, as proprietor, is a U.S. ally. 

Moreover, Since the war the French have developed Morocco considerably. 
Along the coast it looks like a sort of French-built Southern California. -There 
are modern factories, lavish resorts, good roads. And the trains run on time. 

There are also sharp contrasts of extreme poverty alongside great wealth, 
with tin-can shacks a few blocks from expensive homes, as here in Casablanca. 
But this is only one of Morocco's problems, and not the immediate one. 


>> The immediate difficulty is that the Moroccans are too divided to govern 
Morocco effectively, and the French Government in Paris seems unable to. 
French rule is summed up by observers here as an administrative madhouse. 
French in Paris, trying to run a valuable territory by remote control, find 
their orders ignored or crossed up by French in Morocco, who want more power for 
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themselves. The Arabs, who tried to conquer Morocco seven centuries ago, want 
to see the French kicked out. The Berbers, the roving tribes living in the 
hills, would rather fight the Arabs than do much of anything else. 

Add to this mixture a nationalist movement among the Arabs, and a small but 
Stubborn Communist group, and you can see why Morocco is explosive. 





>> Now the French have removed the Sultan of Morocco, the theoretical ruler, 
because he wanted a measure of self-government. They had already made him sign 
away such governmental power as he had, which wasn't very much. 
The result may appease the French settlers and the Berbers. It is sure to 
infuriate the Arabs and provide the anti-French nationalists with a major issue. 
What France is after, really, is to make Morocco permanently French--by 
peaceful means, if possible, by French military rule if necessary. 

What France risks, however, is that Morocco will go the same way Indochina 
is going. Nationalist ideas are spreading in Africa, as in Asia. 

The U.S., as in Indochina, is in the middle, hoping for the best. 








>> PARIS--There's another issue besides pension rights and a balanced budget 
involved in the French strikes. This issue is whether France is to stay in 
the running as a major power, or drop down into the class of minor powers. 

The way France balances its budget will show the trend. 

One way--the way Premier Laniel leaned--is to keep taxes high, keep arms 
spending high, make the budget cuts -elsewhere. This is the painful way. 

The other way, preferred by the strikers and many other Frenchmen, is to do 
all the cutting in defense and in overseas commitments. The result would be to 
take France out of Indochina, leave less for an army in either France itself, or 
France's possessions in Africa, reduce France to a minor power. 

Parliament, if recalled, will be asked to face up to this issue. Odds are, 
though, that it will duck the issue, if possible, as it has in the past. 

France meanwhile is in a state of passive anarchy. 








>> LONDON--British officials are impressed by the announcement that Soviet 
Russia now has the H-bomb. They had been skeptical. They aren't now. 

Sir Winston Churchill was sufficiently impressed to call a sudden Cabinet 
meeting, despite the illness that has left him pale and drawn. Apparently he 
had word of the bomb, through British sources, before Moscow announced it. 

One effect of the bomb is to convince Sir Winston's associates, and proba= 
bly Sir Winston, that his ideas about Russia are wiser than Washington's. 

U.S. toughness--on Korea, on China--appeals less than ever to Britain now. 
London will prefer a conciliatory line, and will put increasing pressure on the 
U.S. to make peace in Asia, whatever happens to Korea. 

Eisenhower-Churchill-Malenkov talks will now seem to Sir Winston more 
urgent than ever. The alternative, as he sees it, will be more tension, maybe war. 

An H-bomb race has little appeal for the British. They fear the outcome 
will be war, and they're 3,006 miles closer to Russia's bomb than the U.S. is. 

















>> Even before the Soviet H-bomb, Sir Winston felt that the U.S. underrated 
Russian resources and overemphasized signs of weakness. Now he's sure of it. 
Whatever else the Soviet bomb may do, it has already made it harder for the 
U.S. and Britain to agree on how to deal with Korea, China and Russia. 
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Gee how 
Complete Dieselization 


pays off 


THIS RAILROAD THIS RAILROAD 
WAS COMPLETELY DIESELIZED IN 1950 WAS ONLY 45% DIESELIZED IN 1952 


ANNUAL OPERATING 
EXPENSES’ 


PERCENT DIESELIZED 


*SOURCE: I.C.C. REPORTS. Annual operating expenses shown as a percentage of 1246 costs. Includes locomotive 


fuel, repairs, lubricants, water, supplies, enginehouse expense, enginemen’s wages, fuel and water station maintenance 
a 


p . . F Railroads cannot afford to delay— 
Last year dieselization saved America’s Class I rail- COMPLETE DIESELIZATION IS 
. , THE BEST INVESTMENT 
roads $604,063,000 in fuel and maintenance costs alone. For details write for booklet 
; ‘‘How Complete 
Complete dieselization would have saved $249,168,000 ee 
: ays ‘4 

more—an average of $17,780 per year for each and every 


serviceable steam locomotive whether in use or not! 
i 


ELEcTRO-MoTIvE DiviSION - GENERAL Motors Qin) OS 
i} ROTIVES 


LA GRANGE, ILLINOIS * HOME OF THE DIESEL LOCOMOTIVE | Rel ole) 


IN CANADA: GENERAL MOTORS DIESEL, LTD., LONDON, ONTARIO 
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PARIS 


> Joseph Laniel, France’s nineteenth 
postwar Premier, turned out to be a new 
sort of man in that job. Mr. Laniel 
quickly revealed that he could be strong 
and tough, that he could face down a 
near-general strike and a threat even of 
revolution with courage and implacable 
resistance, qualities not prominently 
displayed by many of his predecessors. 

A man of firm and conservative con- 
victions, Premier Laniel felt his first task 
was to straighten out France’s long- 
standing financial and economic dis- 
order. He was for belt tightening, aus- 
terity. But he started at the wrong end 
of the social scale. His austerity was 
prescribed first of all for workingmen. 
And, immediately, the new Premier was 
in a jam. 

Frenchmen and Americans, too—for 
the U.S. has a big stake in France in 


People of the Week 





France’s Laniel: Patriotic, 
Rich, Tough=in Trouble 


As Premier of France, wealthy, strong-minded 
Joseph Laniel tried to push his country onto the 
hard road to solvency. But labor balked and very 
quickly had Mr. Laniel mired in trouble. 


past financial assistance and future mili- 
tary planning—looked on as Mr. Laniel 
quietly said “non” to the strikers and 
brought most of them to temporary sub- 
mission, at least. But few, even among 
the Frenchmen, knew very much about 
the man who took such risks. 

Strong man. Mr. Laniel is a wealthy 
manufacturer and farmer with old- 
fashioned principles that seem vaguely 
foreign to some modern Frenchmen. He 
acquired these principles in Normandy, 
where he has become the modern equiva- 
lent of a feudal baron. There he owns 
linen factories and extensive agricultural 
holdings. With big interests in North 
Africa added, Mr. Laniel is considered 
perhaps the wealthiest man in the Na- 
tional Assembly. 

The factories and farm lands came 
down to him through several genera- 
tions of family ownership. So, too, in a 
sense, did his seat in the Assembly. Mr. 


Laniel’s father held that seat from 1892 
to 1932 and, except for the Vichy Gov- 
ernment interval, Mr. Laniel has occu- 
pied it ever since. Critics say he also 
inherited his labor policies. 

Mr. Laniel’s workers consider him a 
good employer. Many have stayed with 
him for 20 years or more. He pays good 
wages and adds housing, free schools 
and other benefits. But it is clear at all 
times that he, Mr. Laniel, is the boss. 

Mr. Laniel, that is, has been accus- 
tomed to dealing with labor on a per- 
sonal basis. And this, some Parisians say, 
made it difficult for him in the big 
strike situation to deal with working- 
men in the mass and with the huge im- 
personal _trade-unions. Nevertheless 
Premier Laniel clung tenaciously to his 
ideas of what was best for France. 

A straightforward individualist, Mr. 
Laniel, at 63, is tall, heavy-set, with a 

(Continued on page 52) 
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‘FOUR MILLION FRENCH STRIKERS COULD BE WRONG!’ 
Premier Laniel’s diagnosis might be right—but the medicine was bitter 
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Pamper Your Perishable’ Products 
- Ship Them in Gaylord Boxes 


“Perishable” or fragile, whatever your product, the extra protection 
of Gaylord Boxes can help assure safe, undamaged arrival—whether 
you ship by land, sea or air. 


Gaylord’s Research and Engineering Division is always at your 
service. For the latest in packaging developments for your industry, 
Thal scent eile ehne-ven consult the sales office nearest you. It’s listed in the classified pages 
an extra margin of safety. of your phone book. 


GAYLORD CONTAINER CORPORATION 


General Offices: ST. LOUIS ¢ Sales Offices Coast-to-Coast 
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+604,000,000 


to keep ahead 
of the Joneses 


“Keeping up with the Joneses” is not 
usually recommended. 


However, in our case we have to do 
more than just keep up with the 
Joneses and all the rest of our 
neighbors in the Golden Empire. 


We have to keep ahead of them. 


And, since World War II, we’ ve ordered 
$477,000,000 worth of new equip- 
ment and spent $127,000,000 for 
other improvements to do just that.* 


The West and Southwest we serve 
is the fastest growing part of the 
United States— both population-wise 
and industry-wise. That means that 
there is an ever-increasing demand 
for fast, efficient transportation. 


To meet this demand — and, in fact, to 
anticipate it, and to encourage its 
expansion—Southern Pacific has the 
greatest modernization program in 
its history going full blast. We have 


hundreds of miles of new passenger 
and freight cars and diesel locomo- 
tives; millions of dollars worth of 
new electronic equipment; faster, 
more efficient classification yards; 
better freight car tracing methods. 


We're stepping ahead — and looking 
ahead—so that we can stay ahead 
of the transportation requirements 
of our Golden Empire neighbors. 


We intend to continue to provide 
this territory with the finest freight 
and passenger service in America. 


OREGON 
CALIFORNIA | 
NEVADA 
UTAH 
ARIZONA 
@ NEW MEXICO 
TEXAS 
LOUISIANA 


SouTHERN Paciric Company, D. J. RuSSELL, President, HEADQUARTERS: SAN FRANCISCO ¢ HoUSTON 
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Laniel eluded Nazis 
until end of World War Il, .. 


square-jawed, florid face and close. 
cropped, graying hair. Like  mogt 
Frenchmen, he enjoys good food and 
good wine. As a rule, he talks rather 
guardedly, but likes to tell humorous 
stories of the Norman peasant:\ 

In keeping with family tradition, g 
son now manages the business proper. 
ties. And, when not occupied in Paris 
Mr. Laniel retires to a huge Norman 
estate. He is an enthusiastic ‘sherman 
and hunter, with a neighborhood repu- 
tation as a formidable marksman. 

He has a way of making even his hob- 
bies add to the family fortune. Some 
while back, he began raising trout and 
rabbits to stock his streams and fields. 
For a number of years now, |.owever, 
the trout and rabbits have gonc to the 
market place and are said to vield a 
handsome profit. In Normandy, Mr, 
Laniel is thought of as a man with the 
Midas touch. 

Patriot and politician. He :\so “has 
been one of France’s outstanding pa- 
triot’s. Before World War I was « month 
old, Mr. Laniel was in uniform, and he 
served with such heroism that he tre- 
ceived the Legion of Honor with four 
citations. He emerged from that conflict 
a major. 

In World War II, when Nazi forces 
overran France, Mr. Laniel departed 
from a pattern followed by many wealthy 
French industrialists. Without hesitation 
he joined the resistance movement. He 
served as a member of the 16-man Na- 
tional Resistance Council that directed 
the activities of the underground. The 
Nazis put a price on his head, but he 
managed to elude them to the end. 

Between wars, Mr. Laniel began to 
devote more attention to politics than 
to business and his stanchly held _priv- 
ciples began to emerge. As early as 1937, 
he had a record of opposition to the re- 
a of Hitler and Mussolini. He voted 
in favor of economic sanctions against 
Italy, when Mussolini’s armies invaded 
Ethiopia. 

The postwar period found him hold- 
ing positions in several of France’s rapid- 
ly changing governments. These posts 
usually were of a relatively minor na- 
ture. however, without any major respon- 
sibility for formulating or carrying out 
policy. Consequently, the French people 
learned little about him. 

Mr. Laniel’s political loyalties always 
have been with the right, and usually 
the far right. He is an admirer of Gen. 
Charles de Gaulle, leader of a rigidly 
conservative and nationalistic French 
party. At the close of the war, Mr. Laniel 
organized the “Republican Party of Lib- 
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_,. Workers didn’t realize 
how stubborn a battler he was 


aty” and announced: “We are today, as 
we will be tomorrow, admirers of De 
aulle. 

Be ethcless, Mr. Laniel never for- 
mally allied himself with the Gaullists, 
who refuse to become members of any 
Cabinet. He was elected to the Assem- 
bly last as an Independent, has called 
himself that and customarily sat in the 
conservative section of the Chamber. 

Unhappy Premier. Such is the man 
who late in June was tapped for the Pre- 
miership by President Vincent Auriol. 
Four men had tried to form a Cabinet 
suitable to the Assembly. All had failed. 
France had been without a Cabinet for 
nearly five weeks. 

Many thought Mr. Laniel well qualified 
for the Premiership. True, he lacked ex- 
perience in foreign affairs. He had, how- 
ever, been closely connected with financial 
and economic matters and was credited 
with the big businessman’s understanding 
of France’s crippled economy. 

His greatest asset was considered to 
lie in his very obscurity. He had his long- 
held convictions, of course, but he had 
not been identified with heated postwar 
issues. Hence he had not aroused the per- 
sonal antagonisms that have been the un- 
doing of many previous French govern- 
ments. An Assembly coalition was put 
together to approve the Laniel Govern- 
ment. Then the Assembly quit for the 
summer after giving the new Premier 
power to make financial reforms by edict. 

French Labor, always wary, was sus- 


Mr. Laniel and his conservative back- 
ground, but did not realize what a stub- 
born battler he could be. A leak that his 
first edict would hit Government work- 
ers, was enough to start walkouts, al- 
though when the decree was made public 
it did not seem especially restrictive to 
many observers. 

As a French politician, Mr. Laniel, of 
course, had no illusions as to how long his 
Government might last once the Assem- 
bly was reconvened. Nor was that to be 
taken into consideration. Mr. Laniel tried 
to be a strong man in a country of numer- 
ous jealous, distrustful economic and 
political groups, a nation not readily re- 
sponsive to vigorous leadership. 

So a determined effort to start France 
on the path to solvency only ran into a 
roadblock of near-revolutionary propor- 
tions. But, unlike most French Premiers, 
Mr. Laniel tried, and stood his ground. 
Whatever his future, he no longer is an 
obscure Norman businessman and farmer. 
And a time may come, some Parisians 
think, when France will need and wel- 
come a strong man. 
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NEW SOLNUS OILS 
GIVE YOU 


MORE LUBRICATION 


PER DOLLAR 


New Multimillion-Dollar Plant 
Producing Better General Lubricants 
at Moderate Prices 


They can be used for lubrication of plain bearings, 
antifriction bearings, linkages, slides, cams and gears; in 
gear boxes, hydraulic systems, circulating systems, industrial 
diesel engines, compressors. 


They can be used for longer periods because they 
resist oxidation, prevent rusting and corrosion. 


They can be applied by any method used in gen- 


eral lubrication. 


They have extremely low carbon content. In 
compressors, for instance, any carbon that does form is soft 
and fluffy, is easily blown off, does not build up. 


For technical bulletins, call your nearest Sun office or write 
Sun Ort Company, Philadelphia 3, Pa., Dept. US-8. 


INDUSTRIAL PRODUCTS DEPARTMENT 
SUN OIL COMPANY 


UNOC 
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WARFARE IN THE COAL FIELDS 


Union and Mineowner in Fight to the Finish 


What can happen when a mineowner 
tangles in a showdown with John L. Lewis's 
union? One West Virginia coal town is getting 


the answer. 


The score, after a 10-month strike: 

One miner shot to death. 
guilty of second-degree murder. 

Other miners shot at. Bridges blown up. 


WIDEN, W. VA. 


Up here in the mountain valleys of 
West Virginia, where coal mining is the 
big industry, there’s a miniature labor 
war with violence, dynamiting, shooting, 
killing. 

On one side is a rugged individualist, 
a mineowner, and many of his employes, 
living in their mountain community, 
members of an independent union. On 
the other side are some of the mine’s em- 
ployes, out on strike with the backing of 
John L. Lewis’s United Mine Workers, 
unsuccessful to date in efforts to bring 
this operator under UMW contract. 

A running battle in this war has gone 
on for nearly a vear. One miner, loyal to 
the mineowner, has been shot and 
killed. Other workers have been 
shot. A power substation for the 
mine has been blown up. Company 
guards with rifles, in pillboxes on 
the hills, can control who comes 
into the area. Two railroad bridges 
have been destroyed by dynamite 
to check the flow of coal. 

Yet, the mine work goes on. Sev- 
eral hundred men still are digging 
coal. The coal is going to market 
over repaired bridges, under rifle 
guard. Miners are getting high pay, 
some as much as $50 a day with 
their overtime. One man took home 
$1,150 for July. 

Owner of the mine is J. G. Brad- 
ley, of Dundon, a nearby town. 

Mr. Bradley’s property covers an 
area about 125 miles square, in the 
mountainous region surrounding 
Widen. Only one road runs into 
this property, and he owns that 
road. The bituminous coal, high 
grade and in large deposits, is 
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Coal trains moving under armed guards. 
State police patrol the town 24 hours a day. 
Mr. Lewis's union vows to keep fighting 


until the owner goes broke. Owner, under 


A striker found 


mined by the Elk River Coal & Lumber 
Co., which Mr. Bradley controls. The 
tract is about 50 miles northeast of 
Charleston, W. Va. 

Mr. Bradley, a strong-willed business- 
man, has indicated he intends to battle 
to the end for the right to control his own 
affairs against what he calls “invasions 
of union agitators.” Despite his extensive 
mine holdings, he lives a simple life in a 
modest frame house. He is on a first- 
name basis with many of his employes, 
whose fathers and grandfathers, in some 
cases, once worked for him. Many min- 
ers have been with the company for 20 
or 30 years. 

Aligned against Mr. Bradley in the 
fight is William Blizzard, district presi- 


MINERS GO TO WORK—UNDER GUARD 
“We like Mr. Bradley.” Some earn $50 a day 


contract to independent union, says Lewis 
union is licked. 

Mine is running six days a week, despite 
strike, with some miners earning $50 a day. 


dent of the United Mine Workers, chief 
lieutenant for Mr. Lewis in this part of 
the State. Mr. Blizzard has managed to 
sign up all mines in the region, except 
that of Mr. Bradley. 

Mr. Bradley thinks he has won the 
war, although he expects the Lewis un- 
ion to keep fighting for some time. Mr, 
Blizzard is sure that the UMW is going 
to win. He is levying a special assess- 
ment of $4 apiece on the other UMW 
members in his region to keep the strike 
going. 

Labor trouble in this area goes back 
many years, but the current fight be- 
tween Mr. Bradley and Mr. Blizzard be- 
gan last September 22 when a group of 
Bradley miners declared themselves out 

on strike, placed a picket line at 
the State highway where the pri- 
vate Widen road enters the mine 
area. The town of Widen is com- 
pany-owned, can be reached by 
auto only over the company-owned 
roadway. A railroad, owned by 
Mr. Bradley, hauls the big output 
of coal away from the mine and 
brings supplies in. A company- 
owned store and bank, a church, 
school and a few hundred com- 
pany-owned houses make up the 
town, hidden away in one of the 
valleys on the Bradley tract. 

When the strike started, the 
pickets kept some of the miners 
away from their jobs. The mine was 
closed for a few days, but con- 
pany officials report that since then 
production has been about normal. 
The strikers dispute this, say that 
350 miners are staying away from 
the mine. Mr. Bradley says that 
all but about 100 of his original 
600 miners are back at work. 
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On the scene, an observer can see 
large crews of miners going to work. 
some miners report that they often work 
wo shifts in one day, getting about $20 
for the first shift and $30 for the second, 
at time-and-ii-half rates. 

The mine is patrolled by armed guards, 
deputized by a court. Down at the 
“order” of the property, at the State 
road, a dozen or so pickets sit around, 
jn recent weeks, they have made no at- 
tempts to stop cars from entering, accord- 
ing to State police. 

State police cars patrol the State road. 
Twenty-five State troopers are on duty 
near Widen. They stop all cars entering 
the vicinity, search them for weapons, 
jist the drivers’ names. 

There has been little violence since 
May 7. At 4 a.m. that day, a miner 
named Charles Frame, who declined to 
join the strike, was shot dead as he drove 
by the strikers’ cook shanty in a convoy 
of automobiles guarded by company 
deputies. A jury decided that Mr. Frame 
was killed by Jennings R. Bail, 23, a 
striker, who was found guilty of second- 
degree murder. Bail contends that he 
fired only in self-defense, that company 
guards started the shooting. 

Events before and after the slaying 
have split Widen into hostile camps. 
Some of the strikers formerly lived in 
Widen but have been evicted from the 
company houses. In some families, one 
son is with the picket line while others 
are loyal to Mr. Bradley. 

Each side blames the other for provok- 
ing violence. Each side denies that it is 
responsible for any violence. Mr. Brad- 
ley says: “Of course the strikers are 
blowing up our bridges, shooting up 
workers’ cars and all the rest. They're 
trying to scare us out, but we don’t 
frighten easily.” 

Mr. Blizzard says: “We don’t believe 
in violence. For all we know, the mine 
guards may be blowing things up, shoot- 
ing at their own people, in order to keep 
their jobs. They know if the violence 
stops they lose their high pay. I have 
warned our boys against violence. Why, 
just the other day I went down to the 
picket line and told them not to holler 
at people driving by; no namecalling or 
anything like that.” 

Each side has a different version of 
the cause of all the trouble. 

Mr. Bradley blames the United Mine 
Workers for fomenting the strike, in or- 
der to get a foothold among his miners. 
He contends that the strike was started 
by a few of his miners who probably 
were in the pay of John L. Lewis. 

Mr. Blizzard says the strike was started 
by rank-and-file miners who were dissat- 
ified with working conditions and 
wanted to start a new union at the mine. 
He denies that he engineered the strike, 
but concedes that he moved in with fi- 
nancial help after the strike was under 

(Continued on page 56) 
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TEN MONTHS’ VIOLENCE 


Oct. 1, 1952—Cars overturned at . 


picket line on only highway lead- 
ing into Widen, W. Va. Another car 
reported fired on. 

Oct. 3—Crew of railroad work car 
reports that pickets stopped car, 
beat up one worker, shot at an- 
other and “kidnaped” several un- 
til arrival of State police. Pickets 
deny charges. 

Oct. 7—Rifle shots fired into a mine 

switch house. 

Oct. 8—Shots fired into a mine en- 
trance. 

Oct. 10—Power line broken by rifle 
fire. 

Oct. 13—Another power line shot 
down. 

Oct. 14—Rifle shots fired at miner go- 
ing to work. 

Oct. 19—Shots fired at passenger- 
freight train owned by mining firm. 

Oct. 20—Telephone line cut down for 
a quarter mile. 

Oct. 23—Two railroad bridges de- 
stroyed by dynamite. 

Oct. 30—Woods on mine property set 
afire. 

Nov. 1—Miner’s truck shot at. 

Nov. 3—Power substation at mine 
blown up. 

Nov. 18—Miner’s home hit by stones. 
Truck stoned and shot into. 

Dec. 11—Shots fired into miner’s car. 

Dec. 18—Two cars dynamited on high- 
ways near mine; coal truck hit by 
shots. 

Dec. 24—Auto shot up; another min- 
ers garage dynamited. 

Jan. 15, 1953—Church worker’s car 
dynamited by “land mine” on high- 
way. 

Jan. 16—Railroad culvert dynamited. 

Jan. 17—Mine guards report being 
fired on from woods. 

Jan. 23—Striker’s home damaged by 
dynamite. 

Jan. 30—Barn owned by striker de- 
stroyed by fire. 

Feb. 17—Striker’s auto dynamited. 

Feb. 22—Striker’s tractor dynamited. 

April 3—Two houses burned. 

April 22—Acid thrown on cars of 
working miners. 

May 7—Miner shot and killed in con- 
voy of miners and company guards. 
Striker later convicted of second- 
degree murder. 

July 1—Company-owned house, re- 
cently vacated by picket, on fire. 
July 19—Another house vacated by 

picket is burned. 

July 25—Explosives found at railroad 
bridge. 





IN ONE LABOR WAR 


MARK OF VIOLENCE 
... bullet-riddled auto 


‘CAUGHT IN THE MIDDLE’ 
... Owner Bradley, loyal men 


MARK OF VIOLENCE 
...dynamited bridge 
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What Goes On Here? 





by Clarence Wright 
KIPLINGER STAFF EDITOR 


Do you believe everything you’re told? 
Of course not. In your daily life, you 
soon spot the phonies, and the phony 
talk. But when it comes to Washington, 
you may not know people well enough to 
figure out what’s true, what’s propa- 
ganda. 

That’s why your Washington reporter 
can’t merely report what he’s told, but 
must sift it and weigh it and get the 
facts out of it. 

Take phonies. We recently pointed a 
finger at one in a defense agency. The 
top powers were offended; threatened to 
keep me, as a reporter, out of the agency. 
But three months later, their number-one 
man congratulated us on spotting the 
phony long before he did. 

In Washington, language too some- 
times gets a little phony. A lot of ‘‘gov- 
ernmentese”? comes out of official type- 
writers. But after 20 years of reporting 
you know how to read between the lines 
and see that words such as ‘‘gross nation- 
al product” and ‘‘reinflation” and ‘‘dis- 
inflation” simply add up to “‘business 
outlook”’. Technicians write for techni- 
cians; we write for businessmen. Once a 
year, for example, we take the findings of 
demographers and show the businessman 
just what they mean to him. The popu- 
lation experts are delighted, naturally, 
because we get their technical stuff across 
—intelligibly—ta a wider audience. 

One of the main reasons our job is fun 
is that we aren’t obligated to anybody— 
government officials, congressmen, ad- 
vertisers—not anybody. We grind no- 
body’s axe, not even the businessman’s. 
We write what we think and believe to be 
true. Businessmen seem to approve. 
Many have been with us for nearly thirty 
years. In turn, we recognize our respon- 
sibility to them . . . a responsibility we 
carry through by doing our level best to 
be right. 

That’s our job—and we like it. 


The Kiplinger Washington Letter is 
just about the most practical invest- 
ment a businessman can make. $18 a 
year (almost invariably a_ tax-deduc- 
tible business expense); on your desk 
every Monday morning. 


KIPLINGER LETTERS 
1729 H Street N.W., Washington 6, D.C. 
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Independent union got bargaining right in NLRB 
election, shutting out United Mine Workers . . . 


way for a month or so. He says that the 
pickets came to him for help. 

An independent union, not affiliated 
with the AFL, CIO or any other labor or- 
ganization, also is involved. This union 
adds a modern touch to what otherwise 
has been an old-fashioned labor war. 
And the independent union may end up 
by stopping Mr. Lewis. 

The independent union—known as 
the League of Widen Miners—was 
formed in 1938, shortly after an earlier 
union of Widen employes was ordered 
dissolved by the National Labor Rela- 
tions Board on charges of company dom- 
ination. The League not only got a clean 
bill of health from NLRB but managed 





OWNER J. G. BRADLEY 
“We don’t frighten easily” 


to get more votes than the United Mine 
Workers in an NLRB election held in 
1946. 

With this NLRB certification, the 
League has been recognized by the firm 
as bargaining representative of the em- 
ployes. The League and Mr. Bradley re- 
cently signed a new two-year contract, 
running into 1955. 

“I can’t bargain with the United Mine 
Workers, even if I want to,” Mr. Bradley 
points out. “The law says that the League 
is the legal bargaining agent at the mine, 
and it is unlawful for another union to 
try to force me into a contract. Violence 
won't make me do it. The fight is over, 
anyway. I’ve been caught in the middle 
between these two unions. I have a con- 
tract with the League, its members want 
to work under that contract, and they are 
working. 


“Blizzard is going around telling folks 
that he will prolong the strike until I go 
broke. But he can't do it, and he knows 
it.” 

UMW handicapped. Mr. Blizzard 
says that the strikers repudiated the 
League, that it should not be recognized 
as bargaining agent. However, since 
passage of the Taft-Hartley Act in 1947, 
Mr. Lewis has been boycotting the law, 
will not sign the non-Communist affida- 
vits needed to qualify for NLRB as. 
sistance. For that reason, Mr. Blizzard 
cannot ask for a new election at Widen 
and cannot file charges against the firm, 

“We are handicapped by the law,” Mr. 
Blizzard admits. “But we are staying out 





STATE TROOPER 
One of 25 watching for weapons 


on strike. This is costing Bradley a lot of 
money for his armed guards. He'll go 
broke and then he'll sign.” 

Miners’ story. Widen miners who te- 
main at work praise Mr. Bradley as a 
“wonderful employer, who pays us more 
than we'd get in a mine under a UMW 
contract.” One miner reports that the 
Widen mine is safer than other mines. 
Another adds that working conditions 
are much better, that the heavy work is 
all done by machinery at Widen. The 
mine pays the same hourly rate as that 
paid miners under UMW contracts. 

“We have everything that the UMW 
can get for its members, and more 80, 
one miner states. “This mine operates six 
days a week, where most UMW mines 
are getting only two or three days a 
week. This mine keeps going all during 
those long shutdowns ordered elsewhere 
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... Welfare plan pays 
$100-a-month pensions 


by John Lewis. We get an extra hour of 
work each day, at time-and-a-half, on 
top of the usual UMW schedule. We 
have all the welfare benefits that John 
gets for his men. And we like Mr. Brad- 
es at Widen have a welfare plan, 
according to Mr. Bradley, that pays the 
same $100-a-month pension and_ other 
benefits given by the United Mine Work- 
ers welfare fund. Operators under con- 
tract with UMW pay 40 cents a ton into 
this fund. Mr. Bradley’s contract with 
the League states that his firm’s top lia- 
bility for welfare benefits is to be fixed 
at 40 cents a ton on the vear’s produc- 
tion from the mine. The money remains 





UMW’‘S WILLIAM BLIZZARD 
“Bradley ... will go broke’ 


with the company and is paid out in 
pensions and other benefits. 

That system, it is charged by Mr. Bliz- 
zard, saves the firm money, since benefits 
-he says—total far less than the vear’s 
liability at 40 cents a ton. Mr. Bradley 
says his miners are assured their pensions, 
while the UMW fund once ran short of 
money and stopped payments for a period. 

When asked how he can afford to pay 
his miners more per day—with the over- 
time pay—than UMW miners get, Mr. 
Bradley replies: “Our miners co-operate 
with us. They work hard. They don’t 
close down the mine every day or so in 
some wildcat strike. If a car goes off 
the track, the men nearby pitch in and 
help. They don’t sit down until a repair 
crew comes in, as they would in a UMW 
mine. We all work together as a team, 
and it lowers the unit cost.” 
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Sand looks easy to dig... 





Ground smooth by waves and wind, 
sea-sand has been a major problem for 
contractors since introduction of the 
economical scraper load-haul-and- 
spread method of moving dirt. Under 
foot, this sand acts like ball bearings 
so that tracks or ordinary tires cut in 
and bog down. Its round grains lie 
“dead” and refuse to “boil up’ into 
the scraper for heaping loads. It gets 
into the 450 to 500 parts of a crawler 
track and robs power. It grinds away 
steel so that expensive track replace- 
ments are needed every few months. 
LeTourneau-Westinghouse licked all 
these problems with special sand tires 
on their high-speed earthmovers. Con- 
tractors in sand country quickly recog- 
nized these advantages and went over 
to this faster, more economical method 
of excavating and grading. 


Take Florida, for instance. Today most 
grading contractors there use LeTour- 
neau-Westinghouse equipment. Let 
Finley P. Smith of Ft. Lauderdale, 
owner of 5 electric control D Tourna- 
pulls, tell you why. 


Haul 100 cu. yds. an hour 


““We have found that no other scraper 
can economically move sand,’ Mr. 


A Tip on Wire Rope 


“When we need wire rope for any 
of our machines, we always call 
for Tournarope,”’ says Supt. Hen- 
derson. ‘It always lasts longer than 
other ropes I've tried. It's more flex- 
ible and pliable, doesn't kink up. 
It's much easier to handle." 


6) If you use wire rope, 


we send postcard for free 
ie 60-page handbook. 


Smith says. “Other scrapers are too 
heavy to get traction in the poor foot- 
ing. With their low-pressure tires and 
loaded weight of only 40,500 lbs., the 
7-yd. ‘D’s’ just float across the sand. 
Each unit will move 100 cubic yards 


average 600 to 1000’ 


° 


an hour on 
’ 
one-way hauls. 


Need less maintenance 


Smith’s master mechanic, Jim Green, 
says maintenance of Tournapulls is 
simpler, too. “‘Greasing requires only 
10 or 15 minutes,” he reports. ‘*Tires 
need practically no attention other than 
inflating. They last 3 years or more.” 


Tires outlast tracks, 9 to 1 


Tracks, with their 450 to 500 wearing 
parts grinding in abrasive sand, last 
only 3 to 4 months before an expen- 
sive replacement job is needed, some of 
Smith’s other mechanics will tell you. 


There’s one more big advantage of 
Tournapulls, too . . . they can travel 
fast under their own power from job 
to job. Crawlers have to be loaded on 
trailers. ‘““Tournapulls,” says Ray Hen- 
derson, Smith’s Job Superintendent, 
“have made the 50 miles from Ft. 
Lauderdale to Palm Beach in a little 
over 2 hours despite pretty heavy 
traffic. I don’t know of anything that 
can compete with them for highway 
moves or sand work.” 


Tournapull, Tournarope—Trademark 
Reg. U.S. Pat. Off. TDP-417-B-z 


LeTourneau-Westinghouse 
Company 
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Looking for Oil 
or Minerals? 


Use a BELL Helicopter 


Wherever men search for oil and minerals 
...of map the irregularities of a country or 
a county, Bell helicopters consistently meet 
the challenge of natural barriers or other 
impassable terrain. 





















Employing the built-in safety, manéuver- 
ability and utility of these helicopters 
geological, geophysical and topographical 
surveys are now being completed for petro- 
leum and mining companies and govern- 
ment agencies as much as 20 years ahead 
of schedule... at overall savings up to 50%! 

In any kind of climate or weather, Bell 
helicopters operate over land, water, desert, 
mountains and swamps and carry men, ma- 
terials and instrumentation for exploration 
purposes. It’s all in the days job for a 
helicopter. 

The adaptability and commercial appli- 
cations of Bell helicopters are virtually 
unlimited. Bell helicopters can help your 
company in surveys or mapping and can 
be used to perform many other jobs 
easier, faster and cheaper. 


Here is what three Bell 
helicopter operators say: 


“After more than four years’ experience, “The survey accomplished by Bell 

we find the Bell helicopter the most helicopters in one summer would take 
satisfactory from the standpoint of cost 20 years by any other method.” —JAMES 
maintenance and availability.".—ROBERT S. Rickuers, Rick Helicopters, Inc., Los 

L. SuGGs, President, Petroleum-Bell Heli- Angeles, California. 

copters, Inc., Lafayette, La. 










— 










“Allied’s Bell helicopters have done 
mvees and survey work intheRockies 
and Alaska at savings of 50% and more 
over other methods.”—Roy B. Davin, 
Allied Helicopter Service. Tulsa, Oklahoma. 












For Operational Information Write: 


BELL AIRCRAFT CORPORATION 


Texas Division 


P.O. Box 482 Ft. Worth, Texas 
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SWANKY SHOPS 
—AND POVERTY 


ROME—“Poor” in this cily means 
starving. “Well to do” means 2» income 
of $350 a month or more. Most Romans 
fall somewhere in between, with more 
prospect of starving some day than of 
earning $350 a month. 

A parliamentary committee recently 
decided to count the poor people in 
Italy. It measured just four things—con- 
sumption of meat, wine and sugar, and 
“condition of the person’s shoes.” That's 
quite a shock to an American, coming 
from a country where television sets and 
automobiles go into the cost-of-living 
index. 

In many parts of Rome, you can get 
an impression of prosperity. There are 
swanky shops with prices as steep as any 
in the U.S. ($40 for a cotton skirt), In 
Rome, as in New York, you might mis- 
take a stenographer for a wealthy young 
woman; both are dressed in crisp, bright 
cotton dresses of the very latest style. 
And in Rome there are spectacular “Miss 
Italy” figures to show off the dresses. 

But, when I complimented a young 
stenographer on a dress I would have 
liked for my own wardrobe, she an- 
swered quickly: “I made it myself. | 
copied it from a French fashion maga- 
zine.” 

There are no big or little stores here 
where a woman can pick up a simple 
little frock inexpensively. 

Prima advertises itself as “Rome's 
largest department store—when in Rome, 
do as the Romans do—buy at Prima’s.” 
But very few Romans were to be found 
there, and it bore very little resemblance 
to an American department store. It 
consisted of a ground floor and a small 
department for men’s clothing upstairs. 

There were cotton dresses in the wit- 
dows, not particularly nice ones. A yellow 
piqué with a bolero was $39.20. Inside, 
on the racks, were fewer dresses than 
you find in a small specialty shop in the 
U.S. The cheapest one—a sleazy cotton 
house dress—cost $14. 

In Rome, a large Philco home freezer 
costs $638.40 (spread over 10  pay- 
ments); a tiny wooden icebox, big 
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ough to hold one small watermelon, 
$19 90; roller skates with wooden wheels, 
, $5.92. a 

True, Government statistics prove that 
the inflation in Italy is not as bad as it 
yas a few years ago. But it’s hard to 
find anyone who agrees with the statis- 
tics. Italians remember the Mussolini 
days when 5 lire equaled a dollar. Now 
625 lire to the dollar. 
Prices look different to different 
people here. An American woman said 
that she had her dresses made very in- 
expensively : “Only $10!” But an Italian 
girl mourned: “$10—just to make a sim- 
ple suit!” 

An Italian housewife, asked about the 
cost of food in Rome, said: “It’s high, aw- 
fully high. Why, they charge you five 
lire [less than one U.S. cent] for a tiny 
bunch of parsley!” This housewife has 
an office job, which means two salaries in 
the family. Yet, she buys her meat by 
the etto (one fifth of a pound), her car- 


its 

















-Black Star 


THE PIAZZA VITTORIO 
... With prices like Washington‘s 


Tots one at a time, one stalk of celery in- 
stead of a bunch. 

I looked at the prices in Rome’s little 
hole-in-the-wall food shops. The butch- 
ers, the chicken and egg shops, the wine 
and vinegar shops, the bakers, the fruit 
and vegetable stores—all looked fairly 
expensive. So I went down to the Piazza 
Vittorio, Rome’s biggest food market. 

Rows of little stalls line the four 
sides of a vast square, spilling over into 
the side streets. There is a carnival at- 
mosphere, with vendors shouting like 
side-show barkers. I threaded my way 
through the milling, steamy throngs of 
housewives toting their small market 
baskets. Potatoes were 2% cents a 
pound, peaches up to 11 cents a pound, 
live chickens 50 cents a pound, butter 
79 cents a pound. The prices were 

(Continued on page 60) 
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WHERE PROGRESS IS IN FASHION 


St. Louis | 


A Great Place to Do Business 


Concentrating on fresh young styling for the junior- 
sized Miss, the fashion designers of St. Louis, in 
just 19 years, have developed the world’s second 
market for youthful ready-to-wear. Young fashion 
alone accounted for $70 million in wholesale sales 
last year in St. Louis, and the city’s wearing apparel 
business as a whole topped $118 million.... St. 
Louis, nearest major city to the U. S. center of 
population, is at the center of activity in business! 
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--- with a Great Bank to Help You! 


m 


Your association with First 
National Bank in St. Louis not we iM 


Ist 


EL 
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IA HA 
And with information provided by aay FIRST 


First National—whose directors jwaTionat BANK 
hold key positions in St. Louis JN ST.LOUIS 
business—you'll find it’s easier to en 
plan ahead. First National is at HH il 
the center of activity in St. Louis! iA ! h 
AWA 
| | 


only speeds your business trans- 
actions... it identifies you, as well. 






i 
Hg 


Inquiries are cordially invited. Address i 
P : \| WH} WW 
the Industrial Service Department. _ \\\\ A 


FIRST NATIONAL BANK in ST. LOUIS 


Member Federal Deposit Insurance Corporation 
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serviced by Akron 


*Continuous Cotton Towels 
used by The Goodyear Tire 
& Rubber Company are 


Towel 











Supply Company. 


GOoD/FYEAR Washrooms are Kept 
Cleaner and Tidier with Cotton Towels” 


e The world’s largest producer of rubber products, The Goodyear Tire 
& Rubber Company, manufactures a multitude of things for home and 
industry, from rubber heels and soles to conveyor and transmission belts. 
The building of tires is, however, their biggest business. Shown above 
is a Goodyear white wall tire being removed from a curing press. 

Back in ’45 Goodyear installed continuous cotton towels in washrooms 
at Akron to help keep these busy service rooms cleaner and tidier. 
Goodyear maintenance supervisors are now more than satisfied that cot- 
ton towels better serve their needs for efficient towel service. Their 
employees appreciate the greater comfort afforded by soft, absorbent 
cotton towels. 

Whatever your towel problem... whether you operate a factory, 
institution, office or store ... you can be sure that soft, gentle, absorbent 
cotton towels will do the best job in promoting employee morale, building 
customer good will, increasing tidiness in your washrooms and cleanli- 
ness among your employees. 

Local service is listed in your classified book under SERVILINEN, 
LINEN SUPPLY or TOWEL SUPPLY. 

For free booklet that tells how cotton towel service will save you 
money and increase sanitation and efficiency, write Fairfax, 65 Worth 
Street, New York 13, Dept. A. 


Clean Cotton Towels... 
Sure Sign of Good Management 


Fairtax-Towels 


A PRODUCT OF WEST POINT MANUFACTURING CO. 


WELLINGTON SEARS CO., SELLING AGENTS, 65 WORTH STREET, NEW YORK 13 
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ROME 


(Continued) 


not too far off from those in Washing. 
ton, D. C. : 

I watched the women buying~a 
couple of pounds of cheap spaghetti, a 
half dozen green peppers, some large 
and Juscious-looking peaches. a small 
lump of grayish, unrefrigerated meat, a 
few other items. Peaches were pinched. 
hands were waved, vendors were red- 
faced before a sale was made. 

At the food market, or on «almost any 
side street, you can contrast the poor 
people with well-to-do Romans on more 
fashionable streets. You see the difference 
especially among older women. On the 
fashionable street, the older woman js 
stout, but well-corseted, manicured, 
coifed and groomed. The poor woman 
is mountainously fat and shapeless in a 
coarse, beltless black cotton dress, 

Roman men are casually dressed, in 
shirtsleeves and without ties, on the 
streets, in the restaurants, at the opera- 
everywhere. I watched two dapper, well- 
groomed Italian men in expensive-look- 
ing suits bow low to kiss a lady’s hand 
in one of Rome’s swankier hotels. It was 
an elegant scene, except for one thing- 
the men’s shirts were open almost to the 
waist, exposing hairy chests. 

Rents in Rome are very cheap or very 
expensive. If a Roman is lucky, he lives 
in a prewar building and may pay as 
little as $9.60 a month for a three-room 
apartment, thanks to rent control plus 
the astronomic inflation of currency since 
the end of the war. But I also met one 
young father who pays $63 for a four 
room cellar apartment, or just half his 
monthly salary. 

Despite the treadmill existence of cop- 
ing with living costs, most Romans man- 
age to enjoy a few luxuries. It is a poor 
man indeed who cannot enjoy a glass of 
wine with his meals. And the working- 
man smokes—though he buys his cigs 
rettes three or five at a time. 

You can’t escape the poverty here, 
however. At Rome’s famous open-ail 
opera, I stubbed out a half-finished cig- 
arette during the last act. Leaving the 
theater, I glanced at the man who had 
been sitting next to me. One hand held 
his own cigarette. The other held a lip- 
stick-stained butt—the one I had dropped. 
Our eyes met in mutual embarrassment, 
and we both looked away quickly. 

Little incidents like this remind a 
American in Rome that it’s a long wa) 
from home. 
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News YOU Can Use 


IN YOUR PERSONAL PLANNING 





app). for Trade-Mark Reg. Pendg. 


24th and N Streets, N.W. 
Washington, D.C. 


People of considerable means are buying U.S. savings bonds again at a sub- 
stantial rate. Here's what's behind it: 


BOND BUYING. More people are buying--and keeping--savings bonds. This is 
especially true of people who can afford the bigger ones. Treasury officials say 
a survey shows this is a sharp reversal of an earlier trend. 

Take $10,000 Series E bonds, for example. More than twice as many were sold 
in the first half of this year as in the previous six months. Sales of $1,000 E 
bonds are up 32 per cent over a year ago. Up, too--by 7 million dollars’ worth 
this July over last--are Series H bonds. Smallest of these you can buy is $500. 

Point is that sales of big-denomination bonds went down a while back when 
people feared inflation. Investments, as a hedge, were switched to things like 
stocks, which could be expected to ride up in price. Now, to a growing number 
of investors, the safety of savings bonds seems more attractive. 





AUTOMOBILE INSURANCE. About automobile liability insurance: Some com- 
panies do not ordinarily issue policies to a driver who is more than 65 
years of age. But they may if that driver has been buying his insurance 
from them in prior years. Your company's practice on this point might be 
worth checking next time your policy comes up for renewal. 





INCOME TAX. First results of a pilot survey in New England have given the 
Internal Revenue Service a line on what to look for in its door-to-door canvass 
of people's taxpaying habits. Commonest violation--failure to file declarations 
of estimated tax--was committed by one out of four taxpayers questioned. 

By-product of the survey: $162,000 sent in voluntarily by taxpayers who 
wanted to square up before Internal Revenue agents came to call. 

Similar canvasses are to be made in other areas throughout the nation. 





SOCIAL SECURITY. This for your boy in uniform: A new law extends until 
July 1, 1955, the Social Security wage credits automatically provided service- 
men. That means the Government will continue to credit $160 a month to his old- 
age pension account, without Social Security tax deductions from his pay. 





PROPERTY SALES. A new ruling by the Third Circuit Court of Appeals sug- 
gests that you can apply capital-gains tax provisions to the part of a piece of 
property you have owned for more than six months, even though the entire prop- 
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NEWS YOU CAN USE--(Continued) 


erty has been held for less than that time. Case involved a builder who sold an 
apartment house less than six months after it was completed, but more than six 
months after construction was begun. The federal tax collector would not allow 
him to treat as a capital gain any portion of the profit, including that 
assignable to the part of the building erected more than six months before the 
sale. This position was overturned by the Court's decision. 





LIFE INSURANCE. We told you last week that, if you've been paying an extra 
life insurance premium because of a physical disability or occupational risk 
that no longer exists, you can ask your insurance company for a new policy and 
get cash for canceling the old one. This doesn't mean that it's always advis- 
able to do it that way. For many people, perhaps most, it would be better to 
keep the old policy and ask the company to reduce the rate. Depends on the 
individual case. 


MOVER'S HELPER. Answers to commonly asked questions and a check list 
of helpful hints to make your moving easier come in a new booklet, "Moving 
to Another State?" Write the Movers' Conference of America, 16th and P 
Streets, N.W., Washington, D.C. It's free. 





ARMED FORCES RETIREMENT. Officers and enlisted men who retire from the 
armed forces now can use part of their retirement pay to set up annuities for 
their wives and children. That's provided in a law recently signed by the Pres- 
ident. Annuities equal to one half, one quarter or one eighth the retirement 
pay can be arranged. Example: An officer, age 55, with a wife 5 years younger 
and a child of 10, retires on $6,000 a year. He can authorize deductions of up 
to $910 annually. Then, if he dies, his wife will receive $2,545 a year during 
the remainder of her life, or until she remarries. 





TOOTHPASTES. We give you this from top dental officers of the U.S. Public 
Health Service: Claims about the decay-battling effectiveness of the new antien- 
zyme toothpastes are based largely on results of laboratory studies against bac- 
teria ina test tube; there's no imposing evidence yet that the same effect will 
be achieved in a person's mouth. 

Ammoniated dentifrices now on the market tackle the decay problem in much 
the same way as the antienzyme pastes. 

These ammoniated ones, says the Public Health Service, haven't been quite 
as good in actual use as their laboratory tests once promised. 





GOVERNMENT MANUAL. If you do business with the Government, you may 
find the new "U.S. Government Organization Manual" helpful. It lists fed- 
eral agencies and departments, their functions, and names of key officials. 
Cost, $1. From the Government Printing Office, Washington 25, D.C.- 





WEATHER. Next month won't bring much relief from the heat in Southwest and 
Gulf States. That's from the Weather Bureau's long-range outlook to mid-Septem- 
ber. Due also to be hotter than usual: the Northeast and most of the Pacific 
Coast. Elsewhere, near normal, or below. Not much rain along the Pacific Coast 
and from Texas to the Great Lakes. Above average for the East Coast, Southern 
Plateau and Northern Plains. Other places, about normal. 
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ALCOA Chemicals can help turn your products to “gold”! 


Gold isn’t as easily come by as the ancient alchemists 
once hoped. But in one respect at least they were on 
the right track. It does take an extra-special something 
—the so-called “magic ingredient’—to do the trick. 

Many modern industries have discovered that ALCoA 
Chemicals are very special magic ingredients. Wherever 
these versatile aluminas and fluorides are used, product 
quality is enhanced, performance is stepped up and 
processing is more easily controlled. That helps make 
products successful . . . and successful products mean 
money in the bank. 

Atcoa Aluminas, for example, make spark-plug 
porcelains more durable . . . abrasive wheels cut faster 
... refractories last longer, withstand higher temperatures. 

Atcoa Activated Aluminas are widely used as 
catalysts, catalyst supports, drying agents and dehy- 
drants. They are also used in oil maintenance and 
chromatography. 


Plastics, rubber, glass, textiles, china, enamel, cos- 
metics—and a seemingly endless list of other products 
—are better when they contain Atcoa Chemicals. 
Perhaps your product could profitably use a little of 
their magic. Write for details today. It could mean gold 
for you tomorrow! ALUMINUM CoMPANY OF AMERICA, 
Cuemicats Division, 701-4 Alcoa Building, Pittsburgh 
19, Pennsylvania. 
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ALUMINUM COMPANY OF AMERICA 











THE BEAUTIFUL NEW FORD VICTORIA 


ou dont drive a Hord...a Hord drives you! 


A Ford car is probably the most 
helpful car you ever laid your 
hands on! 


Not only does it seem to think 
for you, it acts for you! Just turn 
the ignition key and it starts! If 
you're driving a Fordomatic Ford, 
just put the drive selector in “Dr” 
and it “shifts” for you, and a whale 
of a lot better than you could do it 
by hand. You get exactly the right 
amount of power you want when 
you want it—automatically. Now 
you can’t beat that! 


As for braking. That suspended 
brake pedal is a brake you love to 
touch because it brings you to 
smooth, smooth, straight-line stops 
so quickly and easily. 


Steering? Owners say you don’t 
steer a Ford—you guide it—it’s that 
easy. A feature the little lady will 





appreciate especially after a full 
day at the wheel! And with Master- 
Guide power steering (an optional 
extra) your car gains still more 
in sure-footed roadability, while 
you expend even less effort in 
handling—and parking. 


When it comes to riding comfort, 
what we've done is really some- 
thing. For example, front-end road 
shock is actually reduced as much 
as 80%. Extra-long rear springs, 
viscous control shock absorbers and 
foam-rubber cushions add _ their 
share to give you a ride that lets 
you forget the road surface. 


Now add to all these things nearly 
two score more “Worth More” fea- 
tures and you'll realize why the 
Ford car is not only worth more 
when you take delivery but when 
you sell it, too. 
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Why not let a Ford take you for a Test 
Drive? See for yourself how this helpful 
car takes the work out of driving. You'll 
say you've never driven a car that’s more 
delightful to handle. 


ford 

















(This article represents the result of an extensive 
research on a problem of outstanding importance.) 








The U.S. gold pile has dwin- 
dled 10 per cent in four years. 

Other countries buy our gold. 
U.$. aid makes this possible. 

Hence the. question: Are we 
selling our gold or giving it 
away? 

Foreigners get it, but U. S. citi- 
zens can’t. 


The U. S. Government finds its gold 
holdings trickling abroad at a rate of 
about 100 million dollars a month. 

In a year this reserve of yellow metal, 
hard backing of U.S. dollars, has shrunk 
12 billions, as shown in the chart on 
this page. 

The reduction has been 2.3 billions or 
nearly 10 per cent since 1949. 

In a legal sense, the U.S. is selling 
its gold. In a practical sense, it is giving 
it away. Foreign aid, in the form of com- 
modities, weapons and money, is mak- 
ing it possible for other governments to 
get gold. 


In effect, the Government is doing 


| what was suggested six years ago by 


Emest Bevin, England’s first postwar 
Foreign Secretary. The U.S., he said, 
could strengthen other countries by dis- 








| Foreigners 














tributing some of the gold it had at Fort 
Knox, Ky. 

That notion evoked a flurry of protest. 
Congressmen sputtered. Treasury Secre- 
tary John Snyder implied Mr. Bevin 
didn’t know what he was talking about. 

Events now show he was closer to the 
mark than most people realized. 

The U.S., because of its huge, then- 
rising stocks, seemed like a hoarder to 
Mr. Bevin. Britain and most other coun- 
tries were having trouble making ends 
meet. They were selling gold to pay 
bills. The U. S. was buying. In those pre- 
Korean days, as the chart shows, the 
U.S. pile was growing steadily. 

Then came the Korean war. The U. S. 


| plunged into world markets for raw 


materials. Other countries found they had 
more money coming in, a windfall that 
hadn’t been foreseen in planning U. S. 
foreign aid. 

So foreigners began buying gold back. 

In 1951 the raw-materials boom burst. 
again found themselves 
(Continued on page 66) 
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WHY U.S. IS LOSING GOLD: 
AID ABROAD BIG REASON 
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U.S. Gold Stock Is Shrinking Again 
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Foreign Gold Stocks Are Building Up 
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Biggest Increases Abroad in the Last Year: 


$505 Million (est.) 
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.« ANNOUNCE IT BY : 
TELEGRAM : 


New product? New design? A change 
in price or plans? Customers will 

sit up and take notice fast when 

you send Telegrams! 


For Any Business Purpose— 
A TELEGRAM Does the Job Better! 





“OUR SURVEY PROVED THAT PER 
DOLLAR SPENT, WESTERN UNION 
TELEGRAMS BROUGHT US RESULTS 
SUPERIOR TO ANY OTHER METHOD.” 








WESTERN - 
UNION 


MANUFACTURER REPORTS 


“RESULTS FROM SALES TELEGRAMS 
VERY GRATIFYING. BUYERS MUCH 
PLEASED WE THOUGHT ENOUGH OF 
THEM TO SEND THEM A TELEGRAPHIC 
INVITATION TO SEE OUR NEW 

LINE OF SPORTSWEAR.” 


SURVEYS—3200 Western Union 
offices across the country are equipped 
to make local, regional or nation-wide 
surveys—often overnight! Results are 
accurate, costs low! Get details from 
your locat Western Union office. 


WESTERN UNION 


gueveY 
cond 
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. . . Outflow of gold helps to tighten credit in U. S. 


forced to sell gold. The U.S. pile grew, 
but not to the 1949 level. 

By last year, foreign governments had 
cut their buying. They had gotten new 
help from the U.S. in military aid. Again 
they found they could buy gold. 

This year, U.S. foreign aid is increas- 
ing. Expenditures in the current fiscal 
year are expected to be 6.5 billions, 
compared with 5.8 billions in the year 
ended June 30. So this country will be 
doing more, not less, to speed the flow of 
gold. 

U.S. reserves at 22.3 billions are still 
the biggest in the world. Russia’s se- 
cret hoard is considered second largest 
but less than 4 billions. Britain also is 
secretive about her gold; she has 2.5 
billions in gold and dollars, and much of 
this is hard metal. Swiss holdings, 1.4 
billions, rank third or fourth, depending 
on what Britain has. France also has lots 
of gold, but most of it is hoarded by pri- 
vate citizens and not in Government re- 
serves. 

The U.S. pile is still about 9 billions 
more than the law requires as backing 
for currency and for Federal Reserve 
Bank deposits. At the present rate, gold 
could go out for seven years before hit- 
ting the legal limit. Thus, gold backing of 
the dollar is not endangered. 

But the outflow of gold has other ef- 
fects. In buying gold, foreigners draw 
dollars out of commercial banks in this 
country. The banks lose reserves and can 
make fewer loans. So gold sales are a 
force behind today’s “tight” credit. 

The way U.S. gold goes abroad is 
roundabout and difficult to end. 

Economic aid is one of the routes. 

Gifts of materials and manufactures go 
to Britain, France, Germany, Italy, Aus- 
tria, Greece, Turkey, Korea, many others, 
and help them hold down their spending. 

As the chart shows, some of these get 
enough money so they can buy gold. 

Most sxecipients of economic aid bare- 
ly make ends meet, even with U.S. help. 
Without this aid, these weaker nations 
might face political and economic crises. 
So it is hard for the Government to refuse 
to go on helping them. Ironically, aid 
they get finds its way into coffers of 
stronger countries. 

The stronger ones get gold through a 
profitable trade in goods with the weak- 
er countries. This trade would be less but 
for help from over here. In other words, 
U.S. aid adds to the over-all volume of 
trade and helps to make it possible for 
Belgium, Portugal and Switzerland, not 
directly given economic aid, to buy gold. 

Military aid is another route. Weap- 
ons and supplies shipped from here to 
European allies enable them, to some ex- 


tent, to economize on imports and thus 
have dollars to spare. 

These nations also get dollars directly 
for some weapons which the U.S. pays 
them to make overseas. These dollars 
are sometimes in advance payments to 
bolster shaky governments. France had 
150 millions in advances. Though one 
of the weakest nations financially, she 
did add some U. S. gold to her official re. 
serves last year. 

International agencies also get more 
gold. Germany, Japan, the Netherlands 
and other countries paid gold into the 
International Monetary Fund last year. 
The European Payments Union and the 
Bank for International Settlements also 
added to their holdings. 

U.S. aid proves to be a major factor 
in freeing gold for these movements, 
Aid works this way because many coun. 
tries have increased their exports and 
learned to do without some U. S. goods, 
The U.S. continues buying heavily from 
them. The U.S. surplus in trade dwin- 
dles, and foreign aid is more than enough 
to bridge the gap. 

Policy. U.S. has never faced squarely 
the question of whether, through foreign 
aid, gold should, in effect, be given away, 
The Administration has been able, how- 
ever, to convince Congress that stopping 
foreign aid would make trouble. 

Elsewhere in the Government, fiscal 
experts think the flow of gold into for- 
eign coffers is good. They think it wil 
make nations like Germany and Britain 
feel safer and perhaps wipe away the 
rules now hampering world trade. 

Thus, U.S. thought and practice seem 
not far from the Bevin idea, which was 
once ridiculed. The U.S. is seen, how- 
ever, to be less of a miser than Mr. Bevin 
implied. It is letting a sizable amount 
its precious metal slip through its fingers 
to shore up the treasuries of the world. 

The British Secretary also made a ni- 
nor mistake that is not uncommon: He 
erred in thinking the gold would come 
from Fort Knox. This underground cache 
in Kentucky holds only about half the 
U.S. reserve. Gold going abroad mostly 
moves from a less-known source: the 
U.S. Assay Office at 32 Old Slip, New 
York City. 

In accepting the Bevin idea, the Gov- 
ernment finds itself in a rather incor 
gruous position. The law keeps U.S. citi: 
zens from getting any monetary gold. 
But some, from U.S. stocks, eventually 
gets to foreign citizens. France and other 
countries, desperately in need of re 
serves, allow private people to buy gold. 

Congress at the next session will look 
into the question of whether U.S. citi® 
zens, too, should get a crack at gold 
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Million Dollar Mouthful! 


Read how banks help mu- 
nicipalities meet the ever- 
increasing demand for water 


City hydrant, suburban garden hose 
orrural irrigation ditch . . . it’s all the 
same to a sweltering six-year-old as 
long as the water’s cold. 

But the water that wets him down 
during the dog days has to be sup- 
plied by someone. As is the custom, 
Pop the Taxpayer heads the bucket 
brigade, and right behind him— 
standing by with liquid assets to fill 
the reservoir—are commercial banks. 


How it Works 
Actually, few communities have the 


resources to pay cash for new water 
supply systems. So, to spread the cost 


over a span of years, the town fa- 
thers issue municipal bonds against 
taxes to come. At this point commer- 
cial bankers arrive on the scene, and 
here’s what they do. 

Banks and investment banking 
houses bid in open competition to 
buy up municipal bonds. Best bidder 
holds the bonds for investment, or 
sells them to investors. Either way, 
the community gets cash on the bar- 
relhead at the lowest competitive in- 
terest cost to every single taxpayer 
in town. 


All in a Banker’s Day 


To the banker this is all in a day’s 
work. Whether he’s buying municipal 
bonds or making commercial loans, 
he’s in business to make money move 


quickly, efficiently and economically. 
Like anybody else in a free economy, 
he gets a day’s pay for a day’s work. 
But most of the time he’s paid off in 
more than coin. 

There’s a lot of satisfaction in put- 
ting money to work. It means that 
you also put men and women to work, 
that you earn a fair return for inves- 
tors, and ...that the material advan- 
tages created ultimately affect the 
lives of just about every person in 
the nation. 

The Chase National Bank is proud 
of commercial banking’s contribution 
to the progress of our country. 


The CHASE National Bank 
OF THE CITY OF NEW YORK 
(Member Federal Deposit Insurance Corporation) 








BIG INGOT—Three days before the picture was taken in our plant at Bethlehem, Pa., open-hearth pit men poured the 
275 tons of molten steel for this ingot into a mold to solidify. Now, after 72 hours of slowly cooling off, the ingot, still a 
glowing red, is on its way to the Bethlehem forge shop where it will be forged into a long, slim column for a huge press 


to make airplane components, part of the Air Force heavy-press program...... Ingot, forging and press, all are alike of 
spectacular size. The forging to be made from the ingot is 110 feet in length, the longest ever made. The press, built and 
installed by the Loewy Construction Company at North Grafton, Mass., will be as tall as a 10-story building. Its support- 
ing columns will be made up of 18 Bethlehem forgings, each made from a steel ingot like the one above. 


BETHLEHEM STEEL 





Trend.of American Business 








24th and N Streets, N.W. 
Washington, D.C. 


Best summer yet--that's the way Government sizes up business today. But 
coming seasons are causing some official worry. 





Here are the bright spots in the latest Commerce Department review: 

New records were set early this summer in manufacturers’ sales, spending on 
construction, total output of goods and services, and personal incomes. 

Dividends end interest received by investors are up a bit from 1952. 











Raw materials generally have had firmer prices in recent weeks. 





Private spending tends to make up for reduced federal spending. 

Consumer purchases in the second quarter were 13 billion dollars above the 
217-billion annual rate of the second quarter of 1952. This means consumer 
Spending has risen as much this year as last. Business investment also is up. 

"Little change in the rate of national-security expenditures is implied" in 
Congress's recent action on the budget, Commerce says. 

This suggests that the future rests on individual choice--how people spend. 














Here are the dark spots in the official view: 

Manufacturers' backlogs of orders are continuing to shrink. 

Inventories continue to grow, despite big deliveries based on past orders. 
Cutbacks in production have come in radio, television and appliances. 

Farm incomes pursue their downward drift. 














Farm-machinery slump may not have reached bottom, a Commerce Department 
Study indicates. Farmers seem to be spending about 10 per cent less than last 
year on new plant and equipment. Historical relationships between farm income 
and farm outlays suggest a 15 per cent drop might be considered "normal." 

Long-term prospects in the farm market look good to the experts, however. 

Replacement demand for all types of farm equipment is expected to rise 
toward the end of this decade. 

Tractors are owned by over 2.5 million out of 5.4 million farms. About 1.3 
Million farms of more than 50 acres still are without tractors. 

Trucks on farms are estimated at 2.5 million, but fewer than 2 million 
farms, it appears, have trucks. 




















Official view, despite dark spots, is optimistic. Business is to run 
indefinitely at high level with minor fluctuations. This has been said publicly. 








Private view of officials, after a bit of probing, seems less reassuring. 
One of the optimists explains the public forecast in these terms: 

"Minor" drop of 5 to 8 per cent in total output is likely within a year. 

Steeper drop is not likely, but, if suffered, would lead to a major recession. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Worries of this sort are evidenced by a stepped-up search for economic props, 





All sorts of schemes, some old and oft rejected, some new, are now cropping 
up. These and more are being seriously talked in official circles: 

For farmers, schemes to make surpluses seem smaller than they are, by 
earmarking some as "reserves." Import quotas and processing tax to help 
wool-growers. Higher price support for wheat used at home but lower 
prices for wheat shipped abroad, to spur exports. More giveaways to foreign 
countries. Sale of surplus butter at less than cost to Government. All aimed 
to stop the drop in farm income; this, not "freedom" or "flexibility," is 
now the Government's preoccupation. 

In housing, more schemes to drum up business for builders and contractors, 
Trade-ins of old houses for new, now being tried. Stricter codes to make land- 
lords remodel slum dwellings, being urged by federal authorities and builders on 
local authorities. Rent certificates to help low-income families get better 
housing, thus improve demand. 

For small business, an old idea gets fresh backing from Government. Bankers 
urged to form "pools of capital," with the U.S. covering much of the risk. 




















The search for remedies points to two conclusions: Government used so many 
stimulants in prosperous times that it will be hard put to find new ones to give 
further stimulation to business, if it turns down. But Republicans, like 
Democrats, will leave few stones unturned. 


Easier money, often called a way to spur business, seems to have only 
limited effect at the moment. 

Interest rates on Treasury bills and yields on marketable bonds have gone 
down since the Federal Reserve loosened up on bank lending last month. 

Corporations, States and cities, as well as U.S. Treasury, are able to 
borrow long-term money at slightly lower rates than in June. 

Bank ‘loans have expanded, as intended by the Federal Reserve. 














For many, however, money remains tight. 

A major producer of prefabricated houses finds "tight mortgage-market con- 
ditions" and expects "little change" in the near future. 

Consumer credit is getting more costly. Banks, at the Government's urging, 
are tightening up their standards. Small-loan companies find it harder to get 
money to expand their operations. 

Farmers are complaining to their Congressmen about trouble getting loans. 

Federal Reserve view is that the July move was not intended to make money 
much looser, but merely to take care of seasonal needs of business and needs of 
the Treasury. Treasury has, in fact, feund borrowing easier. 

A new factor may be entering the credit picture, just the same: greater 
caution on the part of lenders, at signs of softening business. 




















Labor market looks a trifle weaker. Labor Department detects a "moderate" 
surplus of workers in eight major areas that previously had “balanced" condi- 
tions. This compares with four areas taken off the "surplus" list. 

Labor shortages are now found in five major areas, balanced supply in 79, 
moderate surplus in 82, substantial surplus in 16 major:and 23 smaller areas. 
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this IDEA from Remington Rand... 
enables two typists to do the work of three! 


You don’t have to add more typists to the payroll for the 
additional production you need. High-speed Remington 
Electric Typewriters can step up your production so remark- 
ably that two typists can turn out the work of three! This 
astonishing fact was proved by a customer study conducted 
under actual office conditions. 

How is this possible? Simply because it’s so much faster and 
easier to type with the Remington Electric. More accurate, 
too! Electricity does the work: controls the keyboard, shifts, 
even automatically returns the carriage. 

Shelby Construction Company, of New Orleans, found the 
Remington Electric saved almost 50% of the time needed to 
prepare financial statements. The Caterpillar Tractor Com- 
pany, with nearly one hundred Remington Electrics on the 
job, reports typing production increases as high as 25%. : 


Remington. Frand. 


PROFIT-BUILDING IDEAS FOR BUSINESS 


More distinctive letters—Since electricity, not the typist’s 
touch, controls the impression— absolute evenness of print- 
work is assured. Every letter you sign is as sharp, crisp and 
consistently uniform as fine printing. Even when typed by the 
newest girl in the office. 

15 carbons at a typing— No more ‘“‘double-typing.”’ The 
Remington Electric’s power-printing and exclusive Impression 
Control give you up to 15 sharp, legible carbons—all with 
a single typing. For convincing proof of these and other ad- 
vantages of Remington Electric typing—see a free demon- 
stration today! 

Other profit-building ideas— Your Remington Rand man can 
suggest many other profit-building ideas using electronic 
methods, punched-card systems, visible records, etc. Phone 
your nearest Remington Rand Business Equipment Center. 


a 
The Remington Typewriter 
doesn’t cost—it pays! And we can prove it in 
your office, at your convenience. For a free demon- 
stration or free fact-filled, 16-page book “Dividends 
of Remington Electric Typing” (RE8612) simply 
write: Remington Rand, Room 2993, 315 Fourth 
Avenue, New York 10, New York. 
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r PLUS 


Business activity is holding at a high 
rate, but industries that produce and 
consume metals are trimming their 
sails to avoid overproduction. 

Factory output recovered to 248 on the 
indicator in the week ended August 15 
but was still 2 per cent below June, 
4 per cent below March. 

Paperboard production in mid-August 
was at a record rate, indicating a 








-Latest Indicators of Business Activity— 


cuts that would otherwise come later 
this year are being forced by the re- 
cent fire at the automatic-transmission 
plant of General Motors Corp. in 
Detroit. 


Machinery industries cut their employ- 


ment to 2.8 million in July, down 
49,000 from June and 88,000 below 
March. There has been a steady drop 





strong demand by manufacturers for 
paper boxes, used chiefly for soft goods 
and consumer durables. 

Contract awards for new construction, 
subject to wide swings, bounded up- 
ward in July to their highest rate this 
year. 

Workers on nonfarm pay rolls numbered 
49.4 million in mid-July, unchanged 
from June but a record for the month. 

Symptoms of fundamental change, 
meanwhile, are appearing in the metal 
and metal-consuming industries. Until 
recently these industries gave business 
activity most of its upward force. 

Steel-scrap prices, often a barometer 
for steel production, have begun to 
sag in markets all over the country. 
No. 1 heavy melting scrap, the favor- 
ite grade, fell to $48.17 per ton in the 
week ended August 18, down $1.25. 
Less popular grades fell $2 to $8. 


MILLION TONS PER YEAR 





r Steel Production 
(Ingots and Steel for Castings) 
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January, 1949, to July, 1953 





Steel production, shown in the top 
chart, sank to a rate of 111 million 
tons per year in July. In relation to 
capacity, production was the lowest 
since before start of the Korean war, 
except for months hit by strikes or 
abnormal weather. 

Auto output is headed downward. 
Dealer stocks of new passenger cars 
rose to 595,613 on August 1, a new 


M 





Source: American Iron & Steel Institute 
© 1953, By U. S. News Pub. Corp 


since March in jobs at farm-machin- 
ery and household-equipment plants. 
In July, jobs dipped suddenly in elec- 
trical-machinery plants. 

etal-consuming industries on a wide 
front have slashed overtime work. For 
many branches of the industry, aver- 
age hours were cut two or more per 





Breadth of the cuts in overtime is show, 
by declines of an hour or more eye, 
before June in foundries and machine 
shops and in plants making machine 
tools, printing machinery, typewriter; 
domestic laundry equipment, lighting 
fixtures, sewing machines, air cond). 
tioners, electrical appliances, TV set, 
trucks, locomotives. Cuts ranged fron 
% to 1 hour in plants making Dies 
engines, electric motors, auto and ai. 
plane parts and machinery for farmer 
and for the construction and ojl jp. 
dustries. 

Need for further expansion of outpii 
in many cases has ended. Manufa. 
turers have refilled inventory pip 
lines with finished and _ semifinishe 
goods made of metal. The Goven. 
ment has canceled some defense oy. 
ders, rescheduled others. Order back. 
logs for durable goods fell 3 billion 
from April 1 to July 1. In June, new 
orders for machinery were a quarte; 
below April. 

The labor market, though tight, is » 
longer absorbing more and more wot. 
ers. Between May and July, moderat 
labor surpluses showed up in area 
making farm equipment, autos, r 
frigerators, furniture and _ aircraft 
Claims for unemployment compens: 
tion up to this date have not show 
the full decline normal at this tim 
of year. 

The adjustments now under way in it 
dustries producing and consumin 
metals need close watching. They ma 
be small enough to be absorbed by 
the economy with little or no drop it 
business activity. On the other hand 
they can mark the first stages of : 
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to cecouding efficiency with 
FE wuwuqls Sensimatic 


American business has enthusiasti- 
cally accepted the new Burroughs 
Sensimatic. Everywhere, leading 
companies are finding that this sen- 
sational accounting machine gives 
faster, more accurate accounting at 
lower cost. Two good reasons why 
—the Sensimatic brings more oper- 
ating ease and exceptional versa- 
tility to every phase of accounting. 
This speed and efficiency mean im- 
portant savings in time and man- 
power to any company. One machine 
can handle a variety of jobs ... new 
operators quickly become experts. 
For all the facts, call the Burroughs 
branch office near you. Consult the 
yellow pages of your local tele- 
phone book. Burroughs Corporation, 
Detroit 32, Michigan. 


Wherever there's business there's 


Burroughs 


Burroughs 


ACCOUNTING MACHINES 


OWENS-ILLINOIS GLASS COMPANY 


Burroughs Sensimatics at the general 
offices of Owens-Illinois Glass Company 
have speeded operations in Accounts 
Payable, Accounts Receivable and Cash- 
iers Departments. Sensimatics have not 
only increased output, but they have 
simplified the training of new personnel. 


ARMOUR 


S$ ¥YaR 





ARMOUR & COMPANY 


The speed and automatic operation of 
Burroughs Sensimatic accounting ma- 
chines make for consistently fast and accu- 
rate posting of a heavy volume of accounts 
receivable at Armour & Company. 





THOR CORPORATION 


High speed, simplicity of operation, and 
low cost are reasons why the Thor Corp., 
a leader in the manufacture of electrical 
appliances, reports it is ‘pleased beyond 
expectations” with its Sensimatics on 
accounts receivable posting. 


OWENS i) ILLINOIS 


fly” 


LIBBY, McNEILL & LIBBY 


Burroughs Sensimatic accounting ma- 
chines speed the preparation of payroll 
records and handle accounts receivable 
rapidly and efficiently at Libby, McNeill 
& Libby, canners of quality foods. 






Making it Safer for Me 


AIR BRAKE DIVISION ... air brake equipment, UNION SWITCH & SIGNAL DIVISION... MELPAR, INC. ... research design and manufacture 


brake slack adjusters, anti-wheel-slip devices, compressors centralized traffic control, car retarder, automatic train control, of microwave communication systems and test equipment 
and accessories for all rail vehicles and trolley buses. train communication and interlocking systems and apparatus, Miniaturization and unitization of electronic gear. 





nwho Sweep the Seas! 


is hard, dirty, dangerous work. The crew never knows 
when they will plow into a mine and blow their ship to pieces. 

One out of every five minesweepers was sunk or seriously damaged 
during World War II. Most of the casualties were men trapped below 
decks, men who had to be there to operate the engines. Without split- 
second engine control, the minesweeper lost the one thing it needed 
most—maneuverability. 

Air does the job today. Many minesweepers are being built with 
Westinghouse Pneumatic Control Systems te control the engines from 
the wheelhouse. Westinghouse Controlair® valves and actuators posi- 
tion the engine throttles with hair-splitting accuracy. Mancuverability 
is excellent. 

Most of the engine room crew can stay topside while sweeping is in 
progress. If a mine is struck, the ship can be quickly abandoned because 
fewer men are below decks. While we can never eliminate the danger 
of minesweeping, modern science at least gives the men a fighting 
chance to survive. P 

Westinghouse pneumatic controls have been adapted to many naval, 
commercial and pleasure craft that need great maneuverability and 
effortless remote control. In various forms, these same control systems 
have been widely used in industry, furnishing powerful pneumatic 
muscles to grip, position or move heavy loads. 

If you are designing new equipment, or remodeling old, let Westing- 
house Air Brake engineers show you how the science of pneumatics can 
reduce human effort, speed up production and provide the most flexible 
automatic control. 

Westinghouse Air Brake Company is the world’s leading manufac- 
turer of railroad air brake, switch and signal equipment. It is also a 
major manufacturer of equipment for the oil, gas, mining, construction, 
earth moving, marine, automotive and aviation industries. It specializes 
in advanced electronic and physical research in such wide fields as 
radar, guided missiles and communications. 


INDUSTRIAL PRODUCTS DIVISION, Wilmerding, Pa. 


Manufacturers of air compressors, cylinders, actuators, air control 
devices of all kinds; enginecred pneumatic control systems. 


Westinghouse Air Brake 


COMPANY 


EXECUTIVE OFFICES: 
GATEWAY CENTER, PITTSBURGH 22, PA; 





facture LE ROI COMPANY . .j . internal combustion GEORGE E. FAILING COMPANY... LE TOURNEAU- WESTINGHOUSE COMPANY 
ipment engines, portable air compressors, Tractair, rock drills portable drilling rigs for oil, water and mineral explora- . +» earth moving equipment, including tractors, scrapers, haulers 
for the construction, petroleum and mining industries. tion and a variety of attachments and supplies. and similar units. 














In our new bauxite mines in Jamaica there is enough 
rich aluminum bearing ore to last more than half a century. 


Our increased supply of bauxite is only part of our vast 
expansion. This year our many plants will turn out over 25% 
of all the aluminum made in this country. This is twice as 
much as the whole industry produced before World War II. 











We are proud of the leading part we are playing in the 
most vital and exciting of all American industries today. 


KAISER ALUMINUM & CHEMICAL CORP., OAKLAND, CALIF, 














For, aluminum is not only revolutionizing American manu- 
facturing—it is revolutionizing American living. In thousands 
and thousands of useful products, aluminum is taking the 
place of other metals—making these products better —and 
cheaper. 


Because of aluminum, a brighter future lies ahead. We 
are continuing to expand—and to work with manufacturers 
to turn aluminum’s unlimited opportunities into realities. 


Kaiser Aluminum 


America’s fastest growing major producer of aluminum 
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AS INTEREST RATES GO... 


So Goes the Debt Burden for the Taxpayer—Up 


Rumblings over cost of the 
y.$. debt are rising right along 
with the debt itself. 

Interest charges on the debt 
ore up sharply—and due to go 
sill higher. 

Critics of the new debt man- 
agers are claiming that the Ad- 
ministration is trimming taxpay- 
ers for the benefit of bankers. 

Here’s a look at these interest 
payments—and who gets them. 


The national debt, accepted for 
years as a sort of necessary evil, is be- 
ginning to stir up resentment around 
the country. Taxpayers, some Sena- 
tors, others are protesting—not about 
the size of the debt but its cost. 

That cost, in interest charges paid by 
taxpayers, is rising sharply at a time 
when strict economy and drastic budget 
cuts are promised by the Administration. 
Already the annual charge on the debt 
amounts to $130 for every family in the 
U.S. And the cost, to taxpayers, is to go 
on rising in months ahead—there’s to be 
no stopping it for a while. 

What is happening to this particular 
Government expense is shown in the 
chart on this page. Back in 1946, for ex- 
ample, when the national debt reached 
a peak of 279.8 billion dollars, interest 
charges came to 4.7 billion. That was the 
figure for the year that ended in mid- 
1946. Now, with the debt at 272.6 bil- 
lion, those charges are running at 6.4 
billion. Burden of a smaller debt, in other 
words, has increased by 36 per cent. 

Reason, of course, is the rising trend 
in interest rates themselves—a_ trend 
started during the Truman Administra- 
tion but deliberately fostered, and stout- 
ly defended, by the Eisenhower money 
managers. It’s a development that is kick- 
ing up political dust and due to kick up 
more between now and November, 1954, 
when congressional elections take place. 

Interest rates on money now being 
borrowed by the Government are higher 
than at any other time in 20 years. 

Take, for example, money that the 
Treasury borrows for the shortest period 
~91 days. In August, 1945, the Federal 
Government had 17 billion dollars of 

(Continued on page 78) 
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DUNCAN MILLER, VERMONT LOGGER, produces some 600,000 board feet of lumber a year with a 


100-horse diesel, in this picturesque, early 19th century sawmill in East Topsham, Vermont. 


INDUSTRIAL GIANT? 


No, Duncan Miller, pictured above, 
is no industrial giant, but his power 
and lubrication needs are just as 
vital, and served just as assiduously 
by Cities Service. Cities Service is 
proud of its long and successful rec- 
ord serving America’s top industry, 
but it is equally proud of its record 
with the “Duncan Millers.” 


Says Duncan Miller: “My 100-horse diesel 
drives all my equipment. | use Cities Service 
Diesel Fuel because it gives me all the power 
I need and burns so cleanly. 

“In my trucks, tractors, chain saw and saw- 
mill, | use Triple HD Koolmotor Oil . . . and 


Koolmotor has done every job with complete 
satisfaction for me. 

‘1 also use Cities Service Gasolene in my 
trucks, tractors and chain saw. | heartily rec- 
ommend it where a lot of power and econ- 
omy of operation are needed.” 


You don’t have to be a sawmill operator 
to realize the value of Cities Service one- 
source buying for finest, economical 
power and lubrication, and the services 
of our expert Lubrication Engineers! 


CITIES @) SERVICE 


QUALITY PETROLEUM PRODUCTS 
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INCREASE YOUR INCOME | 


WITH STOCKS YIELDING 7% 
Sound common stocks may be your answer 
to steadily rising living costs 


NE of the features of our Report on 104 BLUE RIBBON STOCKS of 


companies that have never shown a loss is a selection of 8 issues that 


give an average yield of 7%. These stocks have never missed an annual 
dividend in the past 30 years. Prices range from 12 to 70. These stocks 
should appeal to investors seeking increased income. 


THESE DIVIDENDS CAN BE YOURS 
Check your annual income from 3 types of investment: 


$3,000 deposited in a bank at 214% yields ....... $ 75 
$3,000 in the best bonds at 312% produces ...... $105 
$3,000 in common stocks at 7% gives you. ..... $210 


It will pay you to investigate the higher income available from expertly- 


selected common stocks. Send only $1 today for your copy of this valuable 
Report. In addition we will send you without extra charge the next four 


issues of UNITED Investment Reports. (This offer open to new readers only.) 
FILL OUT COUPON AND MAIL TODAY WITH ONLY $1 


————<<—f = =£=£=£2000rC:t*=“‘“ “ ‘SSO UN-7 


a ek tl a is wg Sale hack 


investors. They are used 
by more investor's than any | Address ecocccee 


are backed by 33 years’ ex- 
perience in counselling 


other advisory service. | 


eeeeeeeeeeeeeeereeeeeeeeeeeeee 


act NOW! mai | UNITED BUSINESS SERVICE 


coupon with only $1 ! 210 NEWBURY ST. 


BOSTON 16, MASS. 
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- - « Refinancing to coy 
more as rates climb 


that short-term debt outstanding, at ay 
officially computed interest rate that . 
eraged under .4 per cent. Now. Gover. 
ment has about 20 billions of such deb 
at an average interest rate of about 29 
per cent. Short-term borrowing, in othe 
words, costs Government more than five 
times what it did in 1945. 

Or take Government's longest-ter 
borrowing, as another example. The ney 
Administration, earlier this year, solc 
more than a billion dollars’ worth of 39 
year bonds bearing a rate of 31; per cent 
Announcement of the issue by Secretan 
of the Treasury George M. Humphrey re 
minded observers that the last preceding 
long-term bond had been sold in 1945 
with a rate of 2% per cent. 

In other actions. the new U.S. debt 
managers have raised the rate on 49. 
called “tax notes” from about 1.88 per 
cent for three vears to 2.47 per cent for 
two vears, and offered one-year certif- 
cates at 2% per cent in return for matwr. 
ing securities that cost 1% per cent for 
one year and 2 per cent for 15 vears. 

What is happening, then, is this: As 
more and more Treasury securities come 
due, they are paid off with the sale o 
trade of new Treasury securities. These 
new issues are sold at much higher in- 
terest rates. Now, with interest rates 
pushed up, billions of dollars’ worth of 
other securities coming due in months 
ahead also will have to be refinanced at 
higher cost. And those costs will continue 
as long as these new securities are out 
standing. 

What it means is that more and more 
money is being siphoned off from tat 
pavers’ pockets into the tills of those who 
own Government securities. 

Rising protests that are greeting this 
switch to the new look in the U.S. debt 
revolve around the question of who is 
profiting most from the change. 

Owners of the U.S. debt, actually 
are about as numerous as families in the 
U.S. Individuals themselves hold about 
65 billion dollars’ worth. Yet their direct 
benefit from the rise in interest charges 
has been small. For the average famil).§ 
investment in a Government security 
means the purchase of a savings bond. 
On these, even new ones, the rise in il- 
terest rates has been small. 

Most of the higher interest payment§ 
are going to banks, insurance companies. 
other institutions and some higher-income 
families. 

Commercial banks, about 14,000 0! 
them, own federal securities worth abou! 
59 billion dollars. That’s more than § 
third below commercial-bank holdings i 
(Continued on page 80) 
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NEXT TIME...ORDER SCOTTISSUE TOWELS! 


f. They drink up water like an Airedale in August. 
2. Theyre strong — even when soaking wet. 
3. Theyre So soft that many people use them as face cloths. 
4. Theyre clean and white — of course. 
5. They're double-fold to dry double-quick. 


ScotTissue Towels have an exceptionally high 
fibre content. This “bulk,” plus generous size and 


Towels weigh 46 |bs.* Some paper towels cost 
less for 3,750 but are 10 to 20 Ibs. lighter*— 
hence less drying power. Write for more facts. 


f EVER PLAY 
hi ‘OUESS THE WEIGHT 2 double fold, makes a case of 3,750 ScotTissue 
a wid 


SCOTTISSUE K 


**ScotTissue,”’ Reg. U.S. Pat. Off. 





Scott Paper Company, Dept. US-1, Chester, Pa. 


*Shipping weight 


TOWELS 


Symbol of the right kind of washroom 





Address-—~ 


GAS UNIT HEATER 


Finance Week 
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YOU'LL FIND 
WILLING HANDS 


To build your business in 


MISSOURI 


“HEART OF AMERICA" 


Perhaps you'll not get your workers to pay 
you as Tom did at the historic fence painting, 
but here in the Heart of America, you'll find 
all the skills and abilities you need to make 
the most of Missouri's great opportunities. 


You'll be surprised at the excellent buildings 
and facilities throughout the state that are 
now available because the original owners 
have outgrown them. We will be glad to 
send you an up-to-date list, along with 
complete information on all the help 
Missouri offers to assist you in finding 

your new plant location. 


for complete information in confidence 
write directly to: 


MISSOURI DIVISION OF RESOURCES 
AND DEVELOPMENT 
1-42B Dept. H37 Jefferson City, Missouri 
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24 billions of debt 
in Federal Reserve .. . 


February, 1946, when these banks owned 
nearly 94 billion in Treasury securities. 
Still, 59 billion dollars in U.S. bonds, 
bills, certificates and other securities col- 
lects a considerable sum of interest. 

This year, for example, the 6,840 banks 
that are members of the Federal Reserve 
System will collect about 1 billion dol- 
lars in interest on the Treasury securities 
they own. That’s well above the 832 
million reaped by member banks on the 
larger holdings they owned in 1951. 
And it’s about the same amount that 
member banks collected on these invest- 
ments back in 1945, when they owned 
63 per cent more, of the debt than they 
do today. 

Which banks get this taxpayers’ 
money, too, is a question that is being 
raised. About $12 out of every $100 of 
such interest earned by member banks 
goes to those in New York City. Another 
$5 in each $100 goes to Chicago member 
banks. Some $36 in each $100 is paid to 
banks in about 60 other principal cities 
around the country. The remaining $47 
goes to all other member banks. 

Commercial banks. though, are not 
the only banks that own part of the U.S. 
debt and collect interest on it. 

Federal Reserve Banks, 12 of them, 
hold about 24 billion dollars’ worth of 
the debt. The interest they collect on 
Treasury securities goes tor operating 
expenses and into dividends paid to the 
member banks, which own the stock of 
the Reserve banks. Many commercial 
banks, thus, benefit indirectly from high- 
er interest rates collected by Reserve 
banks, and directly through the bigger 
interest payments they themselves get. 

Mutual savings banks, too, are major 
holders of the debt. These banks, about 
530 of them, own about 9.5 billion dol- 
lars’ worth of U.S. securities. Savings 
and loan associations also are investors in 
the federal debt—to the amount of about 
1.9 billion. These institutions also get a 
cut of the bigger interest melon now be- 
ing sliced by Treasury. 

Insurance companies are an even big- 
ger holding group. They own some 16 
billions in U.S. securities. Biggest part 
of that total—and of the interest pay- 
ments, thereon—is credited to life insur- 
ance companies, which own more than 
10 billions of the debt. 

Corporations, other than banks and in- 
surance companies, also invest heavily in 
U.S. securities--particularly the short- 
term variety on which interest rates are 
up so sharply. Altogether, they now own 
better than 21 billions in Treasury se- 
curities. 

(Continued on page 81) 


send A Copy 


To Your Friends 
-- WITHOUT CHARGE 


U.S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of 
“U.S. NEWS & WORLD REPORT" 
with my compliments to the persons 
listed below: 


L If possible, send the August 28, 
1953, issue. 
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_.. Government holding 
lots of own securities 


Those are the big private holders of 
the U.S. debt—and the big beneficiaries 
of the higher interest charges borne by 
the U.S. taxpayer. Others include pri- 
vate pension funds, nonprofit institutions 
and individuals. 

Not all the debt, though, is held by 
private groups. State and local govern- 
ments own more than 11 billions of it. 
And federal agencies themselves own 
some huge blocks of it. The Social Secu- 
rity trust fund, for example, holds about 
17 billion dollars’ worth, with similar 
funds containing many additional bil- 
lions. Higher interest payments to these 
federal funds go, in one way or another, 
to taxpayers themselves. 

What it adds up to is a transfer of 
more and more hundreds of millions each 
year from businesses and families who 
pay taxes to those who own the U.S. 
debt—with much of the funds going to 
banks, insurance companies and _ other 
financial institutions. That, really, is 
where the higher interest payments are 
beginning to rub. 

Some Democratic Senators now are 
charging that the higher-interest policy 
of the new Administration means a gi- 
gantic subsidy for bankers, a subsidy 
paid by taxpayers. A few of these Sen- 
ators charge that the Administration is 
trying to borrow more than it needs, in 
order to leave huge sums on deposit with 
banks. What they mean is that Govern- 
ment sells securities to banks, pays in- 
terest on those securities, and then leaves 
the proceeds on deposit so bankers can 
lend the money out to families and busi- 
nesses and charge interest on it again. 

The Administration’s answer to 
these charges is to become a growing is- 
sue. Higher costs of servicing the U.S. 
debt, it’s admitted, are a drain on the 
Treasury. Yet that drain is described as 
small compared to the costs of inflation, 
which these higher interest charges are 
designed to head off. 

Not only that, says the Administration, 
but the higher interest charges collected 
by banks, insurance companies and other 
institutions really are going to the mil- 
lions of families who have their savings 
in these institutions. 

Anyway, Administration officials say, 
“we didn’t start the rise in interest rates 
—it was going on when we came in.” 

These answers, already repeated over 
and over again by officials under attack, 
are to be heard with increasing frequency 
in months ahead, as taxpayers find more 
and more of their money going for in- 
terest on the U.S. debt. How well the 
answers satisfy taxpayers, and voters, 
still is to be determined. 
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Copies 
l to 5 Colors 


Low-cost duplicator 
produces them in 
one operation 





MAIL COUPON FOR DEMONSTRATION 
AND/OR INFORMATION 


A-B-DICK 


THE FIRST NAME !N DUPLICATING 


A. B. Dick is a registered trade-mark of A. B. Dick Company 


= oe ee ee ee eee ee ee ee ee eee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee eee ee 
A. B. DICK COMPANY UN-8 
5700 TOUHY AVENUE, CHICAGO 31, ILLINOIS 
Without obligation: — 
( ) Arrange demonstration for new, low-cost 
( ) Send information about new, low-cost 
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Inside this caboose you see Northern 
Pacific’s new electronic radiophone sys- 
tem in action. A new technique developed 
by NP permits radio communications at 
all times between freight conductor, engi- 
neer, and dispatcher, and between trains 
over hundreds of miles on our main line. 
It’s another NP improvement that means 
better service for shippers on Main Street 
of the Northwest. 




















Can you read this sign language? 


Pacific freight train, the up- 
and-down waving light called 
the “‘highball”’ signals “‘go ahead’’. This 
year NP trains are high-balling at 


To the engineer of a Northern 


faster-than-ever schedules . . . as new 
irrigation, new oil discoveries and new 
hydroelectric power spark the growth 
of the great Northwest. 


\\ "Round and ’round circling 
) brakeman’s lantern gives the 
order to “‘back up’’. As a pio- 
neer Northwest railroad, we’re again 
backing up new area growth with our 
own program of farm and industrial 
development. Information on farm or 
plant site locations on Main Street of 
the Northwest is available from NP. 


—_, 


Back and‘forth wigwagging light 
== says “‘stop”’ to railroad traffic. 

But in 70 years of transconti- 
nental service, NP has never stopped 
looking for new ways to serve you bet- 
ter. In the last few years we’ve rebuilt 
hundreds of miles of roadbed, added 
nearly 300 new diesel units, over 16,000 
new freight cars and other equipment. 


This sign stands for the 

“‘monad’’, Northern Pacific’s 

trademark. Although it’s not a 
regular trainman’s signal, since 1893 it 
has been the symbol of dependable, 
ever-improving rail service to and from 
596 towns and cities along Main Street 
of the Northwest. Keep your eye on 
NP for progress! 


twincs are movinc on Main Street of the Northwest 


FANLOUSER, B.S. 


WINNER ES: 








rT WN Business Around the World 











LONDON @ BUENOS AIRES ¢ BERLIN @ ROME 





>> LONDON--Britain's recovery looks good, but isn't quite as good as it looks. 
On the bright and cheerful side..... 
Exports are up. July sales to U.S., prize dollar market, broke the record. 
Trade balance, when you count in everything, will show a surplus of around 
300 million dollars this year. Gold and dollar reserves are close to 2.5 billion 
dollars, an increase of nearly a billion in about a year. 
The British are earning their way in the world. 








>> Business inside the British Isles is good, too. 

Car sales have been running almost twice as high as last year. IV sales 
in May and June tripled, partly for use during the coronation. Household goods 
have been in strong demand. Total domestic consumption is climbing.’ 

New housing is outrunning the supply of building materials. 

Industrial production is higher than last year's. So is productivity. 

London's stock market, expected to sag after the Korean cease-fire, instead 
has pushed up to a higher level than at any time in 1952. 

Retail prices have stayed fairly steady--up only 3 points during the year 
ending in June, compared with a rise of 13 points in the preceding year. 

Moreover....-Rationing is nearly over. Freedom of choice for goods and 
services is far better than at any time since 1939. Some taxes have been cut. 
Ihe budget shows a surplus. The Government is getting out of business, letting 
private enterprise back in, denationalizing industry where it can. 





























>> But when thoughtful Britons look at the underpinning of this recovery..... 

U.S. aid has played a large part. Now it's being cut back sharply. 

Import cuts, another major factor, can't be maintained indefinitely. 

The terms of trade, lately favoring Britain, are not Something the British 
can control. It's fine for Britain to have export prices stay up while import 
prices drop, but this situation can't be expected to last forever. 

So far as these factors are concerned, the recovery is on shaky ground. 








>> And when the British try to look ahead a few months, on into 1954..... 
World competition is getting tougher. British sales of engineering goods 
are losing ground to U.S. and German exports. The market for electrical goods, 
important to Britain, looks less promising than it did. 
A shortage of sterling to pay for British exports is a growing problem. 
Wage demands threaten to boost production costs in Britain. Big unions are 
asking 15 per cent increases this year, as against 10 per cent last year. Any 
increase will reduce Britain's competitive advantage as an exporter. 
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BUSINESS AROUND THE WORLD-- (Continued) 


Government spending for defense and for social welfare is likely to stay 





high. So taxes will stay high. Tax relief for industry, therefore, can't be 
counted on. AS a result, modernization will have to lag. As it is, productive 
investment per worker in Britain is far behind that in the U.S. 





>> There's no question of Britain's recovery. Britain is clearly in the best 
shape it has been in since the war. But this still isn't enough. 

Basic problem is that Britain lacks the means--and maybe the will--to 
produce more efficiently for an increasingly competitive market. It's this 
worry about the future that dampens London's enthusiasm for the present. 





>> BUENOS AIRES--President Juan D. Peron is feeling better. Argentina is 
Staging an economic comeback. The trade figures prove it. 

Exports for the first half of this year exceeded imports by $83,157,500. 

The surplus in the balance of payments, for this period, is the largest it 
has been in eight years. Good crops have turned the trick. The drought years 
are past--for now. Meat, wheat, corn, linseed, hides are going out in volume. 
That embarrassing time when Argentina had to import wheat is definitely over. 

Increased trade is indicated by the flock of trade agreements Argentina has 
Signed. Trade deals signed since January involve Britain, West Germany, Brazil, 
Japan, Chile--and Soviet Russia. A dozen more deals are in the making. 

U.S. isn't being left out in the cold, however. The U.S. continues to be 
Argentina's best customer and runs second to West Germany as a Supplier. 

Chances are Argentina's comeback will help U.S.-Argentine relations a bit. 














>> BERLIN--East Germany's foreign trade is in a bad way. A confidential 
report by the Communist trade ministry reveals this set of dismal facts: 

1952 exports totaled 3 billion rubles. Goal was 4.1 billion. 

1953 exports will fall short of the goal--4.5 billion rubles--by at least 
a billion rubles. Imports this year, as last, are also far under.-the plan. 








>> Shedding further light on East Germany's situation..... 

Secret deal with Russia, Swapping Soviet arms for East German machinery, 
has had to be modified downward. East German output is behind schedule. Soviet 
food requisitions from East Germany, for Soviet troops, have also been cut. 

Trade deal with Poland, a four-year agreement, has had to be canceled. 
East Germany can't perform as promised. A timber deal, providing Soviet, Polish 
and Czechoslovakian timber for East Germany, has been canceled in favor of food 
shipments to East Germany. It will now have to overcut its own forests. 

Deal with Czechoslovakia for steel-mill equipment is also off. 

Trade with West Germany is going poorly. East Germany can't deliver. 

Explanation: The East German revolt has disorganized production. Strikes 
and slowdowns are keeping it disorganized. Railway, power troubles continue. 




















>> ROME--Italy's bumper wheat crop--biggest on record--eases a couple of the 
problems facing Italy's troubled Government. 

A cut in wheat imports, in view of the big crop, stands to save equivalent 
of 88 million dollars in foreign exchange. Subsidy to domestic growers will not 
have to be increased, after all. Growers were pressing hard for it. But now 
the bumper crop means bigger returns to growers at present prices. 
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Hitch your handling to a star 
consult WHITING for cranes! 


This big sky hook at Whiting speeds crane deliveries 
to you! We use cranes to build cranes because these 
Whiting overhead giants move heavy loads—like 
girders, beams and machinery—easier, faster, safer, 

at lower cost than any other prime mover! Whiting 
Cranes are star performers because they are engineered 
to the job. Whether you want to move materials 
weighing five tons or 450 tons. . . take advantage of 
Whiting’s 60 years of experience in mechanized materials 
handling. This experience, plus advanced engineering 
and expanded manufacturing facilities, assures 

peak crane performance. Write today for 

complete information, quotations and delivery. 


WHITING CORPORATION 
15674 Lathrop Avenue, Harvey, Illinois 
Sales Offices and Distributors in all Principal Cities 























WHITING MAKES HANDLING DO MORE...AND COST LESS! 
Trambeam Overhead Whiting Electric fhe Whiting 


Handling Systems Chain Hoists Trackmobile 


Whiting Corporation also 
manufactures Aviation, 
Foundry and Railroad 
Equipment; Swenson 
Equipment for the 
Chemical Process 
(ndustries, and Metal- 
Working Machinery 





MZEXI<¢9 = 
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Outstanding economic progress has been achieved by Mexico 
in the last five years. Of special significance is the fact that 
this progress has not been based upon a one-crop economy, 
but upon diversified production which provides the stability 
looked for by American manufacturers and exporters. 


Our close ties with leading Mexican banks enable us to 
bring customers the latest information about trade conditions 
and market needs anywhere in that country. Officers of our 
International Division are constantly visiting Mexico, too. 

Yes, customers know they can call on Chemical with confi- 
dence to help them build business south of the border! 


CHEMICAL BANK 


& TRUST COMPANY 


Founded 1824 


International Division 
165 BROADWAY, NEW YORK 15 


Member Federal Deposit Insurance Corporation 


Best Looking TV 


in town and country 


Remember, of all things, 
to carry SAFE, SPENDABLE 


| NCB TRAVELERS CHECKS 


Be a smart copy cat! Safeguard your travel 
| funds with National City Bank Travelers 
|Checks, as millions of experienced 
| travelers do. Spendable for anything, 
| everywhere, and safer than cash. If lost or 
stolen you get your money back. Cost 75c 
per $100. Good until used. Buy them at 
your bank. 


ca Pak Rh ded. 4 The best thing you know wherever you go 
[ i NATIONAL CITY BANK 
Talovisiory TRAVELERS CHECKS 


Tata RT aT TL aaa eee | eocKed by The National City Bank of New York 
Member Federal Deposit Insurance Corporation 

















[ News - Lines 


What you as a businessman 
CAN and §@ CANNOT do 
as a result of federal cour 
and administrative decisions: 





YOU CAN quit filing National p, 

duction Authority's form NPAR. 
from now on. NPA announces that th 
quarterly filing job by companies in th 
metalworking industries will not | 
required after the second-quarter repoi 


YOU CAN live with export con 
trols a bit more easily from now o 
The Office of International Trade has y 
up a new licensing procedure that mak 
these controls more flexible for a larg 
number of commodities—including con 
struction materials, acids, drugs, dyes 
electrical machinery, film, _ petroleu 
rubber, coal, cork and platinum. 1! 
procedure is effective immediately, 


* * * 


YOU CAN get a line on the deman 
for U.S. farm products in the Unit 
ed Kingdom from a new bulletin jus 
published by the U.S. Depiurtment 0 
Agriculture—Agriculture Information Bul 
letin No. 104. It can be obtained { 
25 cents from the Superintendent o 
Documents, Washington 25, 1), C, 


* x * 


YOU CAN export five carbon-steé 
items in the fourth quarter on @ 
open-end basis—which means no quanti 
tative limit on export licensing. Affected 
in the OIT order are specific items i 
these groups: standard rail, plate, stn 
turals, oil-country tubulars, and _ [in 
pipe at least 16 inches in diameter. Thy 
OIT also set fourth-quarter export qu 
tas for nickel-bearing stainless. steel 
1,841,700 pounds and relaxed cont! 
on copper sulphate and ferrocarbon, 


- * * 


YOU CAN, as a small businessma 

look tor official encouragement ail 
help in any effort to organize a _privd 
“venture-capital pool” to aid in fina 
ing small companies. Small Business Af 
ministration, recently created by 1 
Government, promises to foster pools 
the type already set up in Maine @ 
Massachusetts. 

* * * 

YOU CAN express your opinit! 

about trade-practice rules for t! 
pipe, cigar-holder and _ cigarette-hold 
industry at public hearings announce 
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by the Federal Trade Commission in 
New York City, September 3. FTC in- 
vites briefs and comments—oral or 
written—from all interested persons, 


* * * 


m YOU CAN use, on a royalty-free 

basis, 28 more patented processes 
iyst released by the Atomic Energy 
Commission. The list of patents, which 
brings to 593 the number so far released 
by AEC, is available at that agency— 
Washington 25, D, C. 


* * * 


YOU CANNOT refuse to promote 

an employe to a supervisory posi- 
tion merely because the union has 
charges pending against him. A federal 
cout holds that any contract provision 
that states otherwise cannot be enforced, 
unless the charge is one based on fail- 
ue to pay union dues or initiation fees, 


* * 


YOU CANNOT, as a Government 

contractor or subcontractor, safely 
disregard the nondiscrimination-in-em- 
ployment clause in Government con- 
tracts. President Eisenhower has set up 
a Government Contract Committee to 
obtain better compliance with nondis- 
crimination rules, and has included in 
its membership a representative of the 
Department of Justice. 


* * * 


YOU CANNOT, in an installment 

sale of real estate, delay reporting 
your gain, for purposes of the federal in- 
come tax, until the year in which the 
final installment is received. 


YOU CANNOT expect in the fu- 

ture to get preference on negotiated 
Government contracts just because your 
company is located in an area that has 
been found to have a labor surplus. Sus- 
pension of the preference system has 
been recommended to the Defense De- 
partment by the Office of Defense Mobi- 
lization. 


YOU CANNOT, unless the State 

Supreme Court reverses a new rul- 
ing by a lower court, get tax exemption 
in California for privately operated non- 
profit schools. A California law enacted 
recently to exempt such schools was de- 
clared unconstitutional by the State Su- 
perior Court of Alameda County. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U. S, News & 
Wor_p Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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Modern design often needs the long sweeping curves and unusual 
contours which have created new problems for industry. Radial 
Draw Forming Machines are solving this challenge — accurately 
and economically. 

Production of components for trucks and buses, military and civilian 
aircraft, are only a few of the present Radial Draw Forming Ma- 
chinery applications. The full potential of this Advanced Metal Form- 
ing Technique rests with YOU and the future of modern design. 


THE cyRIL[33(2)4 7 [ 4) COMPANY 


MANUFACTURERS of METAL FORMING MACHINERY 
32350 AURORA ROAD... SOLON, OHIO 
(Located in the Greater Cleveland Area) 


MAIL COUPON FOR COMPLETE INFORMATION 
ee 
THE CYRIL BATH COMPANY, 32350 Aurora Road, Solon, Ohio 

i Gentlemen: Please send me your free catalogue on 


Radial Draw Forming [] Contract Forming 
(CF-372) (CF-740) 


without obligating me in any way. 
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SOVIET SPY RINGS 


INSIDE U.S. GOVERNMENT 


[Continued from page 19] . 


formation of UNRRA and in the subsequent administration 
of this international body “throughout its whole life.” In this 
capacity, he was one of those “with a predominant voice” in 
determining which countries should receive aid from UNRRA 
and which should not. In 1944, the Treasury Department 
sent him to Italy “to make a study and develop a program 
for fighting inflation in the civilian liberated areas.” In 1945, 
he went to UNRRA council meetings in Europe. In January 
1947, he participated in a Four Power study of the economy 
of Trieste. In the spring of that same year, he was an advise1 
to Secretary of State Marshall at the meeting of the Council 
of Foreign Ministers in Moscow (pp. 57-70). 


Virginius Frank Coe 

The Berle memorandum of 1939 contains the names of 
Frank Coe and his brother, Charles (Bob) Coe. In 1948 Miss 
Bentley publicly brought forth in testimony that Frank Coe 
was a member of her espionage ring. Yet, when the sub- 
committee subpenaed Coe in December 1952, he held the 
position of Secretary of the International Monetary Fund at 
$20,000 a vear.* 

Virginius Frank Coe first worked for the United States 
Government in 1934. Since then he has held positions in 
Federal Security Administration, the National Advisory De- 
fense Council, Monetary Research Division of the Treasury 
Department (Assistant Director and Director), Joint War 
Production Committee of the United States and Canada 
(Executive Secretary), Board of Economic Wartare (assist- 
ant to the Executive Director), Foreign Economic Administra- 
tion (Assistant Administrator). He was the technical secre- 
tary of the Bretton Woods Monetary Conference in 1944 when 
the articles of agreement were drafted setting up the Inter- 
national Monetary Fund. The International Monetary Fund 
handles assets of between $7 and $8 billion and it is a special- 
ized agency of the United Nations. 

Coe refused to answer, on the ground that the answers 
might incriminate him. all questions as to whether he was a 
Communist,” whether he had engaged in subversive activities, 
or whether he was presently a member of a Soviet espionage 
ring. He refused for the same reason to say whether he was a 
member of an espionage ring while technical secretary of the 
Bretton Woods Conference, whether he ever had had access 
to confidential Government information or security informa- 
tion, whether he had been associated with the Institute of 
Pacific Relations, or with individuals named on a long list of 
people associated with the organization. It was noted that he 
did answer questions as to his relationship with Jacob Viner, 
Milo Perkins, Leo Crowley, and Evar Rooth but refused to 
answer questions with respect to his relationship with Harry 
Dexter White, Alger Hiss, Philip C. Jessup, Solomon Adler, 
Lauchlin Currie, Michael Greenberg, Constantine Oumansky, 
and a long list of others. He testified as to how he got his first 


*Hearing betore the Subcommittee on Activities of United States 
Citizens Employed by the United Nations, pp. 227-256. 
*In 1948 he denied Communist Party membership. 
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Government employment, but refused to say how he obtained 
his subsequent positions. Coe was dismissed by the Inter 
national Monetary Fund a few days after his testimony or 
December 3, 1952. 


Alger Hiss 

The name of Alger Hiss was also on the list Chambers gay 
Berle in 1939.’ The Nixon memorandum of November 1943 
showed that the authorities charged with security had } 
then accumulated three sources” bearing on Hiss’ involvemey 
in the Communist organization. The subcommittee ¢ 
countered even more. As far as evidence admissible in a coyy 
of law is concerned, the most significant was the testimony 9 
Nathaniel Weyl. 

This testimony confirmed Chambers’ assertious that Alge 
Hiss was a member of the Harold Ware cell of the Com 
munist Party, a fact which Hiss had denied. Weyl told th 
subcommittee that he had concealed his past Communiy 
Party membership until after the Korean Communists aj 
tacked the forces of the free world in 1950, Only then ¢: 
he go to the Federal Bureau of Investigation with the detaj 
of his involvement in the Communist organization. By they 
the second Hiss trial had been concluded and the verde 
announced without the evidence that Wey] would hay 
contributed. But the subcommittee had set a standard where 
by it was seeking to induce ex-Communists to come for 
ward and deposit their secrets in a security bank that would 


benefit the free world. Weyl’s testimony came within thell 


framework of that standard and it was welcomed by the 
subcommittee. 
Weyl testified that he (Weyl) had been a Communist a 
Columbia University and had come to Washington in 1933 
for Government employment. After obtaining a positioy 
in the Department of Agriculture, he was assigned by 
his Communist superiors to a cell, the head of which wa 
Harold Ware. Weyl stated that this cell, at the time « 


his participation was made up of Alger Hiss, Lee Presf 


man, Charles Kramer, Henry Collins, John Abt, Natha 
Witt, Victor Perlo, and Harold Ware.’ Weyl left this cd 
early in 1934." 

Whittaker Chambers had previously — testified — that hi 
(Chambers) joined this cell in 1934 and that it then con 
tained Lee Pressman, Nathan Witt, John Abt, Alger Hiss 
Donald Hiss, Victor Perlo, Charles Kramer, Henry Collins, aw 
Harold Ware. 

Thus the testimony of the two witnesses related to a difle 
ent period of time. The personnel of the cell was identic: 
according to both except for the fact that Chambers testifi 
that Donald Hiss, of the State Department, was also i 
the cell. 

The subcommittee noted that Alger Hiss was intimate wit 
the leaders of the Institute of Pacific Relations which. the sul 
committee found to be infiltrated by Communists. In its repor 
on the Institute of Pacific Relations, the subcommittee « 
tailed these intimacies." 

A security authority’s perspective «f Alger Hiss in 1945 a 


P. 329 hearing interlocking subversion in Government Depat 
ments. 

‘Chambers, Bentley, and Gouzenko 

IPR hearings, p. 2799. 

“IPR hearings, p. 2802. 

HUAC hearings on espionage in the United States Governme 
1948, p. 1180 

*He was a trustee of the organization (IPR hearings, p. 13 
He cooperated with Edward C. Carter and Lauchlin Currie ing 
ranging a high-level conference for Vladimir Rogoff, Tass cor 
pondent (ibid, pp. 131, 132, 133). Lawrence K. Rosinger, whoi 
voked the fifth amendment regarding Communist ties, refused 
the same ground to acknowledge knowing Alger Hiss (ibid, p. 24% 
William L. Holland sent IPR manuscripts for review to Hiss (ibi 
p. 482). Hiss was recommended as a delegate to the Hot Sprin 
IPR conference by Philip C. Jessup (ibid, pp. 494, 979, 980). Ca 
ter wrote to Hiss on February 5, 1947: “You have done so much! 
the IPR in cooperation and wise advice that I am hoping this 4 
relationship can continue in your new post” (ibid, p. 134). 
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1946 was given by J. Anthony Panuch, formerly Deputy 
{sistant Secretary of State in charge of security, when he 
tified before the subcommittee on June 25, 1953. 

Panuch was assigned by Secretary of State James F. Byrnes 
ip supervise the security aspects of the transfer of personnel 
and functions from war agencies to the State Department in 
the fall of 1945. In the course of his work Panuch noted a pro- 
posal to make the Office of Special Political Affairs, which had 
aquired important status under the two great reorganizations 
of 1944, the central, key organization of the Department. 
Alger Hiss was the Director of this Office and the supporter 
of this proposal.” 

Mr. Panuch testified that the plan to make the Office of 
Special Political Affairs a super-planning and coordinating 
agency of the State Department was defeated. Until Alger 
Hiss resigned in January 1947, however, he remained in a 
position of considerable power, as Director of the office which 
initiated American policy on United Nations questions and 
serviced the American delegation to the United Nations. 

Panuch told the subcommittee that as a security officer he 
had access to security information on Hiss which he said was 
js conclusive to him then as it was when revealed in the 
course of the congressional hearings of 1948 or in the course 
of the two Hiss trials. As a result of this knowledge, Panuch 
wrote a memorandum on March 7, 1946, about the proposed 
elevation of the Office of Special Political Affairs to Assistant 
Secretary of State Donald S. Russell wherein he said: 

In examining the plan and assessing its implications in 
terms of control, it should be remembered that Dr. Hiss 
exercises Svengali-like influence over the mental processes 
of Junior Stettinius,"* the United States delegate to UNO. 

Through Mr. Rothwell, his designee for the post of Sec- 
retary-General of the United States delegation to UNO, 
Dr. Hiss will enjoy “working control” over the flow of papers 
in and out of the Secretariat of the United States group. The 
proposed plan would establish a similar contro] setup within 
the State Department, where Dr. Hiss already wields con- 
siderable influence with the counselor on UNO matters. 
This would be effected by the simple device of establish- 
ing a new Office for United Nations Affairs, which would 
report directly to the Under Secretary. Under the plan, the 
Director of this new Office (Dr. Hiss) would be the Under 
Secretary's deputy for United Nations Affairs. 

If this ambitious project should be approved, it is obvious 
that the operations of the new office, as the “initiating and 
coordinating center within the Department” for UNO af- 
fairs, will, for all practical purposes, supplant and supersede 
the functions of the geographic and economic offices of the 
Department. In such event, the question arises to what 
extent the de jure policy output of the Department will 
be diluted by the day-to-day de facto policy product as es- 
tablished by Mr. Stettinius’ counterpart of the State Depart- 
ment, functioning within the UNO orbit of influence in 
New York. If Dr. Hiss should succeed in causing Dr. Apple- 
by to be designated as the UNO Assistant Secretary General 
for Administration, the Hiss group will have achieved in- 
filtration in, or control of, four critically strategic points, 
ie, (a) UNO itself (Feller, Appleby); (b) the United 
States delegation (Stettinius and Rothwell); (c) State De- 
partment (Hiss, Ross, OUNOA); and (d) Bureau of the 
Budget (Harold Smith, Schwarzwalder) (pp. 852-853). 
The subcommittee noted that it was Panuch and not Hiss 

who was dismissed from the State Department.” 


David Weintraub 


David Weintraub occupied a unique position in setting up 


“Mr. Panuch: Mr. Hiss was deputy to Mr. Pasvolsky, who was a 
special assistant in charge of the International Security Organiza- 
tion, and I think the chart will show the precise title that Mr. Pas- 
volsky’s portfolio had. But the agency under Mr. Pasvolsky which 
was in Mr. Hiss’ charge was the Office of Special Political Affairs, 
and that had policy jurisdiction of all international organizations 
and the logistic and policy support of our activities in international 
organizations, which specifically were the United Nations, the 
ee agencies, and the American complement of personnel in 
the United Nations’ Secretariat (p. 851). 

“Edward R. Stettinius, Jr. 
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the structure of Communist penetration of governmental 
agencies by individuals who have been identified by witnesses 
as underground agents of the Communist Party, and who, 
when asked about the truth of this testimony, either invoked 
the fifth amendment on grounds of possible self-incrimination 
or admitted such membership. 

He was the director of the National Research Project of 
the Works Progress Administration which was an object of 
special attention during our hearings. The project appears to 
have been a kind of trap door, through which agents of the 
Communist underground gained entrance to the Govern- 
ment. In addition to Weintraub, the project harbored Irving 
Kaplan, Edward J. Fitzgerald, Charles Flato, Jacob Grauman, 
Harry Magdoff, Harry Ober, Herbert S. Schimmel, Vera 
Shalkman, Norman Bursler,”” and Alfred Van Tassel. 

Irving Kaplan was in fact the immediate subordinate of 
Weintraub as associate director of the project. Whittaker 
Chambers testified that he was told by a leader of the Com- 
munist underground apparatus, to seek employment with the 
National Research Project, the two heads of which were Com- 
munist Party members. He applied and got the job.” Wein- 
traub, when subpenaed, denied Communist membership. 

The role played by Weintraub was indicated in the case 
of Fitzgerald by this testimony: 

Mr. Morris: Now, did Mr. Weintraub aid you in any way 
in getting your employment with the national research 
project? 

Mr. Fitzgerald: I decline to answer on the ground it 
might tend to incriminate me (p. 247). 

On Fitzgerald’s civil-service application forms dated Febru- 
ary 13, 1943, and November 26, 1944, David Weintraub ap- 
pears as a reference, together with Irving Kaplan (p. 251). 





Mr. Morris: This is your conference with whom? 

Mr. Panuch: Secretary Byrnes. He said, “Why don’t you submit 
your resignation to General Marshall and I will talk to him about 
you and let you know?” 

When General Marshall came from Hawaii, Secretary Byrnes did 
talk to him, and I was told that “General Marshall wants to see you, 
talk to you, immediately, and he wants to have you stay on.” 

The next day I was told by a newspaperman that I was slated to 
get the full treatment, and I tound out that Secretary Acheson, who 
was then Under Secretary Acheson, who was expected to be Under 
Secretary for George Marshall during an interim period until Under 
Secretary Lovett could come over from the War Department, would 
not tolerate my being around the Department. 

Senator Welker: Who was this? Dean Acheson would not toler- 
ate your being around the Department? 

Mr. Panuch: If he were Under Secretary under General Mar- 
shall; yes. 

So I made the necessary preparations, and I stayed around to be 
called by General Marshall, and one of my people was taking care 
of his engagement desk, and the engagement was constantly being 
put off, and so, on September 23, or rather, January 23, at 5:30 
that night, Under Secretary Acheson called me into his office, and 
we had a conversation and he said, “Joe, you and I haven't gotten 
along very well,” and he said “Now General Marshall has asked me 
to take over here as Under Secretary until Mr. Lovett comes over 
and I told him that I would do so only on condition that I would 
have complete charge of the administration of the Department and, 
as you and I don’t see eye to eye on various matters, I would like 
your resignation.” 

So I told him I had already tendered my resignation to Secretary 
Marshall, and he said, “Really?” 

And I said, “Yes.” 

He said, “Where is it?” 

I said, “I will go into General Marshall’s room and take it off his 
desk,” which I did. 

It was one of the simple ones: “I resign at your pleasure, Acting 
Secretary for Administration.” 

I gave that to Secretary Acheson and he seemed surprised, and he 
put it in his drawer and reached out a letter accepting my resigna- 
tion, signed by General Marshall, effective as of the close of busi- 
ness that date which under Department rules, was 10 minutes 
later (p. 908). 

'Bursler’s Government employment: Special assistant, National 
Recovery Administration; research statistician, Works Progress Ad- 
ministration, National Research Project; economist, Office of the 
Secretary of Labor; assistant economist, Department of Agriculture; 
expert, Department of Justice, Anti-trust Division. He denied Com- 
munist Party membership before the subcommittee. 

“TPR hearings, p. 4737. 
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On October 16, 1936, Weintraub, together with Kaplan, 
signed a requisition for personnel in behalf of Fitzgerald ask- 
ing that the latter be assigned to official headquarters of the 
national research project (pp. 266-267). On June 1, 1939, 
and January 29, 1941, Weintraub signed statements giving 
Fitzgerald a recommendation of “excellent,” eulogizing his 
service in detail (pp. 267, 271). On January 10, 1940, Wein- 
traub wrote to the Bureau of the Census in behalf of the em- 
ployment of Fitzgerald and Magdoff (p. 269). Weintraub 
admitted he may have recommended Solomon Adler, a na- 
tional research project employee for a Government post.” 
Adler, later to become United States Treasury attaché in 
China was identified as a member of an underground ring 
of the Communist Party. 

At least three witnesses who refused to answer questions 
regarding their Communist affiliations (Henry H. Collins, Jr., 
Harry Ober,” and Harold Glasser) stated that it might in- 
criminate them if they answered questions about knowing 
David Weintraub (pp. 21, 63, 267). 

Weintraub became the Director of the Economic Stability 
and Development Division of the Secretariat of the United 
Nations, and employed under him again were Irving Kaplan 
and Herbert S. Schimmel. Also employed under Weintraub 
at the U.N. were Sidney Glassman, Herman Zap, and Joel 
Gordon who invoked their constitutional privilege against 
self-incrimination. 

In the course of his testimony in the hearings on the Insti- 
tute of Pacific Relations, Weintraub admitted knowing the 
following Government employees who were identified in 
sworn testimony as members of an underground cell of the 
Communist Party: John J. Abt, Alger Hiss, Lee Pressman, V. 
Frank Coe, Donald Hiss, Victor Perlo, Nathan Gregory Silver- 
master, Abraham George Silverman, and Michael Greenberg. 
He also knew Harry D. White and Lauchlin Currie, who, 
according to testimony, were involved with this group.” 

Chambers, in the course of his testimony, mentioned Rose 
Alpher, Weintraub’s sister, as a Communist. When she was 
called to answer this testimony, she invoked her constitutional 
privilege. 

Weintraub helped make policies in important agencies 
affecting the interests of the United States, i. e., as assistant 
to Harry Hopkins, Director, Federal Emergency Relief Ad- 
ministration; Director of National Research Project, Works 
Progress Administration, 1933 to 1941; economic adviser for 
the Redistribution Division of the War Production Board, 
1941 to 1943; Chief of the Division of Studies and Reports 
of the Office of Foreign Relief and Rehabilitation of the State 
Department, 1943; adviser to Governor General Herbert H. 
Lehman at the first council session of the United Nations Re- 
habilitation and Recovery Administration, 1944; secretary of 
the committee on supplies, UNRRA, 1944; chief of supplies, 
UNRRA, 1945, 1946. 


The story of Irving Kaplan 

Our hearings brought forth the amazing story of Irving 
Kaplan. 

On March 16, 1936, Kaplan was made associate director of 
the national research project for the Works Progress Adminis- 
tration at a salary of $5,000 a year. The following September 
his salary was raised to $5,400. On August 3, 1938, he was 
made special assistant to the Attorney General of the United 
States, also at $5,400. On February 21, 1940, he became re- 
search analyst in the Office of the Chief, Research and Statis- 
tics Section, of the Federal Works Agency, at $5,600. On July 
1, 1941, he was promoted to principal research economist in 
the Office of the Administrator, Federal Works Agency. 


- “IPR hearings, p. 4649. 

“Ober, when summoned by the subcommittee was still an em- 
ployee of the Department of Labor and refused to answer on 
grounds of privilege, whether he was in the same Communist sell 
as Weintraub. By the time he appeared as a witness, several days 
later, he had resigned. 

“IPR hearings, pp. 4676, 4679. 
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On February 2, 1942, he was made head economic analys 
Statistics Division, Industrial and Commodity Research 
Branch, War Production Board, at $6,500. Two weeks later 
he became head program progress analyst, Executive Office 
of the Chairman, Office of Progress Reports, War Productio, 
Board. On September 12, 1944, he was appointed Director 
Programs and Reports Staff, Office of the Administrato, 
Foreign Economic Administration, at $8,000. 

On July 12, 1945, Kaplan was made economic adviser 
liberated areas problem, Division of Monetary Research 
Treasury, at $8,750. On the same day he was also made 
economic adviser, Foreign Funds Control Section of the 
Treasury and assigned to the United States Group Contro) 
Council in occupied Germany. On May 20, 1946, he was 
transferred to the post of economist, Chief, Stabilizatio; 
Studies Division, Advisory Board, Guaranteed Wage Study 
Office of War Mobilization and Reconversion. at $9,019 
(exhibit 322A). 

Kaplan appeared before us during the inquiry into IPR 
Here is a sample of his testimony: 


ator, 


Mr. Sourwine: Were you ever a Soviet espionage agent? 

Mr. Kaplan: I refuse to answer on the ground that it may 
tend to incriminate me. i 

Mr. Sourwine: Are you a Soviet espionage agent now? 

Mr. Kaplan: I refuse to answer .. . 

Mr. Sourwine: Did you ever conspire to overthrow the 
Government of the United States by force and violence? 


Mr. Kaplan: I refuse to answer... 

Mr. Sourwine: Are you now engaged in any active con- 
spiracy to overthrow the United States Government by 
force and violence? 

Mr. Kaplan: May I consult with counsel? 

Senator Ferguson: Yes. 

(Mr. Kaplan confers with counsel.) 

Mr. Kaplan: I refuse to answer on the same grounds ,,, 
(IPR 4760-61). 

Senator Ferguson: Was there a ring in Washington, 
where Communists were active, to get other Communists 
into the United States Government? 

Mr. Kaplan: I refuse to answer . . . (IPR 4745). 
Shortly after this testimony, Kaplan took the stand before 

the House Committee on Un-American Activities on June 10 
1952. His combined testimony fills about 61 pages. On those 
61 pages we find that he believed it might incriminate him if 
he gave true answers to 244 questions. 

Kaplan said it might incriminate him to tell who got hin 
his first Government job in the Works Progress Administr- 
tion, or to tell who his superior was in his second Governmen 
job with WPA’s national research project, or to tell who ar 
ranged the appointment with Assistant Attorney Gener! 
Thurman Arnold, which got him his third Government job a 
special assistant to the Attorney General, or to tell how he got 
his jobs with the War Production Board, the Foreign Ew: 
nomic Administration, the Treasury and the Office of Wat 
Mobilization and Reconversion. 

How did he get them? Who hired him? Who helped him: 
Who promoted him? Whom did he, in turn, hire, and help 
and promote? What kind of record did he make as a Gov 
ernment servant? 

The man who gave Irving Kaplan his job as associate di 
rector of the national research project of WPA in 1935 wa 
David Weintraub (IPR, p. 4647). The man who helpe 
Irving Kaplan get his job with the Division of Economic St 
bility of the United Nations 12 years later was the samt 
David Weintraub, who by that time was Director of thd 
U.N. division (IPR, p. 4630). 

Whittaker Chambers involved both Kaplan and Weintraul 
as Communists. He said that Kaplan gave him, Chambers, 
job with the National Research Project of WPA in the 1930: 
as a service to the Communist conspiracy (IPR, p. 4756). 

Elizabeth Bentley testified that Kaplan was one of th 
espionage ring who gave her stolen Government secrets i 
the 1940’s. 
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Edward J. Fitzgerald, who got started in Government at the 
sational research project, used Kaplan’s name for reference 
help him on his way up (p. 251). 

When Kaplan applied for a post with the Federal Works 
Agency in 1942, he used the names of Lauchlin Currie and 
jbraham George Silverman as character references (exhibit 
316). Currie, it will be recalled, was described by Elizabeth 
jentley as one of her most important “avenues of influence.” 
she named Silverman as a member of the underground. 
silverman sought the shelter of the fifth amendment when 
questioned about these charges (IPR Report, p. 181). 

Kaplan used the names of Currie and Silverman again, 2 
years later, when he sought a job with Foreign Economic 
Administration. He got the job (exhibit No. 318). He used 
the same names, with the same success, in an application to 
the Treasury in 1945 (exhibit 322). 

When Kaplan went to the Treasury in June 1945, it was 
Frank Coe who appointed him (exhibit 322A). Coe’s name 
was on the Berle notes and he was identified by Bentley as a 
Communist. He invoked the fifth amendment before us last 
December 1, 1952 (p. 227ff—U. N. hearings). 

In July 1945, Harry Magdoff gave a “favorable comment 
concerning Mr. Kaplan’s character,” when Kaplan was pre- 
paring to join the United States Group Control Council in 
Germany (exhibit 321A). 

Five months after he vouched for Kaplan’s loyalty, Magdoft 
himself was named in the Nixon memorandum. In December 
1945, a month after the memorandum was circulated, Mag- 
doff was made Chief Economic Analyst in the Office of Busi- 
ness Economics, Department of Commerce, at $7,437.50. A 
year later, after five promotions, Harry Magdoff" was draw- 
ing $9,975 (p. 292). 

After his return from Germany both Coe and Harold 
Glasser rated Kaplan’s Treasury work E, for excellent. Glasser 
was the man, according to Chambers, who persuaded Harry 
Dexter White to produce more documents out of the Treasury 
(pp. 74-75). 

On May 17, 1946, Kaplan was transferred by Coe to the 
Office of War Mobilization and Reconversion (exhibit 322B). 
He left there, with accumulated leave and a clean bill of 
health, only when the agency itself ceased to exist. 

The facts stated above hardly need interpretation, against 
the backdrop of Miss Bentley’s previously quoted testimony. 

We didn’t have too much trouble -(in moving these 
agents). . . . Two of our best (avenues for placing people 
in positions) were Harry Dexter White and Lauchlin 

Currie. Whoever we had as an agent would auto- 

matically serve for putting some one else in. . . . Once we 
got one person in, he got others, and the whole process 
continued like that. . We trained our agents to make 
what good contacts they could here in Washington in order 
that should they need to get into a better job, they would 
have the contact ready. “We” tried to keep members “out 
of the real fighting,” so they would not “get knocked off.” 

There are certain other facts regarding Kaplan’s record. At 
the National Research Project, he was in charge of “planning, 
developing, and directing the research work.” He was “in 
charge of research section” at the Federal Works Agency. As 
special assistant to the Attorney General of the United States, 
he “planned and directed studies in connection with in- 

vestigations of the TNEC (Temporary National Economic 
Committee) and the antitrust division.” At the War Produc- 
tion Board he had full access to “secret monthly reports on 
the United States production program” (exhibit 318A). At 
the Treasury he “advised and conferred with the Secretary” 
(exhibit 322C). 

When he was assigned to Germany, the Treasury asked 
the Secretary of State for a special passport, because of the 
“vital importance” of getting Kaplan to Germany “as soon 


*Magdoff’s present occupation is somewhat obscure. He told the 
subcommittee he was self-employed, and then sought shelter under 
the umbrella of the fifth amendment when asked about his clients 
(p. 287). 
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as possible” (exhibit 319A). General McNarney designated 
him an official courier to carry classified documents (ex- 
hibit 319). 

Here is a description of the job Irving Kaplan was sup- 
posed to do in Germany: 


JOB DESCRIPTION, ECONOMIC ADVISER, P-—8, 
IRVING KAPLAN 


Serves as chief adviser on the most complex financial 
economic problems in connection with the comprehensive 
investigative and research work being undertaken to trace 
through captured and other records all German assets and 
looted property; renders expert advice and participates in 
planning major investigative and research projects with 
respect to uncovering German assets and tracing methods of 
financial and economic manipulation practiced by the Ger- 
man Government, such projects covering the investigation of 
individuals, banks, international holding companies and cor- 
porations, industrial combines, cartels and other kinds of 
eininn and financial enterprises, and involving questions 
in connection with such enterprises, such as: organization 
structure; states or political entities or laws under which 
organized; type and volume of commercial and financial 
transactions in which engaged; ownership and control of 
securities and obligations; devices used to cloak real control, 
such as dummy organizations, trust agreements, option con- 
tracts, repurchase agreements, interlocking directorates, 
industrial agreements; cartels, community of interest ar- 
rangements, copyright and patent agreements, etc.; also, 
engages in a planning and advisory capacity in organizing 
projects to trace millions of dollars of hoarded gold bullion, 
coin, foreign currency, art treasures, and other looted prop- 
erty seized by the German army and believed cached in 
neutral nations; and performs other work of equal impor- 
tance and responsibility. . 


How Many Secrets? 

How many priceless American secrets have been conveyed 
to Moscow through the tunnels of the American Communist 
underground will never be known. The fact that documents 
were accumulated by unauthorized persons has been well 
established. For instance, in the winter of 1945, agents of 
the Office of Strategic Services invaded the New York office 
of an obscure, little magazine called Amerasia. This publica- 
tion has been closely identified with the Institute of Pacific 


_ Relations and its connection with the Communists who had 


infiltrated IPR was set forth when that organization was the 
subject of a special inquiry by the subcommittee. 


The Amerasia Case 

This subcommittee has not addressed itself specifically to 
the Amerasia case, which has been the subject of inquiries by 
other congressional committees, and it does not know whether 
any of the documents found in the Amerasia office were, in 
fact, transmitted further. But the testimony of Frank Bielaski, 
who in his capacity of director of investigations for the OSS, 
conducted the investigation is most significant. 


Mr. Bielaski: . . . Of the documents we saw, I made the 
comment at the time, that we had documents there from 
every department of the Government, with the exception of 
the FBI. We didn’t find any FBI documents in that office; 
but, the State Department Military Intelligence, Naval 
Intelligence, Bureau of Censorship, British Intelligence, 
OSS, and possibly some others which I have forgotten. 

They were not documents that were primarily of literary 
value, they were not literary documents. They were docu- 
ments that had very definite value of a different kind, not 
all, but many of them. Every document I saw was stamped 
with the mail receipt stamp of the Department of State. 
I would not say that all 400 were stamped that way, but 
all I saw were so stamped. All those that I saw, also, were 
marked with a paragraph, I can read it exactly to you, I 
wrote it down in a memorandum, but it was to the effect 
that “The possession of these documents by an unauthorized 
person constituted a violation of the Espionage Act,” and it 
quoted the parzgraph. and so forth, of the act... . 

Oh, among these documents which I recall, and which we 
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discussed while we were sitting there, to determine how we 
were going to handle this thing, was one all of us remember 
because it startled us. It was a lengthy document detailing 
the location of the units of the Nationalist Army of China, 
their strength, how they were armed, where they were 
located, the town in which they were located (ibid, p. 
933). ... 

Of my knowledge, the total number of documents in- 
volved exceeds a thousand—there is 400 that we saw, 
and I think the FBI seized 467 in Jaffe’s office later. 

Senator Lodge:* Different ones? 

Mr. Bielaski: Different ones, and 280—some that they 
seized in Larsen’s apartment, here in Washington. 

Senator Lodge: What happened to them? 

Mr. Bielaski: The Department of Justice has them. 

Senator Lodge: Still has them? 

Mr. Bielaski: Yes, sir (State Department Employee In- 
vestigation, hearings pursuant to S. Res. 231, 81st Cong., 
1950, pp. 933, 945, 949, 950). 


Thefts of Secrets By Soviet Agents 
The subcommittee took cognizance of the records of other 
committees and investigative bodies and observed the exten- 
sive thefts of secret documents by Communist agents. 


The Canadian Royal Commission 

In September 1945, Igor Gouzenko slipped away from the 
Soviet Embassy in Ottawa with the files which ultimately pro- 
voked a full-scale investigation by a Canadian Royal Commis- 
sion.” The report of this Royal Commission, based as it was on 
irrefutable documentation from the fountainhead of the con- 
spiracy, demonstrates beyond challenge the international and 
intercontinental nature of the Kremlin’s net. The report had 
some vitally significant things to say about the secrets which 


“Henry Cabot Lodge, presently United States Ambassador to the 
United Nations, was a member of the Special Senate Committee 
which made some inquiries into the Amerasia case. In his minority 


report on the results of these inquiries, Mr. Lodge gave the follow- 
ing statement about the Amerasia documents: 

At the time of the arrests, some 1,800 documents, the majority of 
which were of Government origin or were Government property, 
were recovered. These documents represented reports trom the 
State Department, the Navy Department, OSS, Office of War In- 
formation, Federal Communications Commission, Foreign Eco- 
nomic Administration, and the War Department. According to the 
testimony of the chief FBI agent in charge of the Amerasia investi- 
gation, Mr. D. Milton Ladd: “some of them dealt with military 
matters, political affairs, etc. Many of these documents bore the 
classification ‘secret,’ ‘confidential’ or ‘restricted.’ Some were origi- 
nals, some were copies prepared at the time the originals were 
made, and others were copies from the originals.” 

That many of these documents were of great importance is 
shown by the following brief descriptions of some of the docu- 
ments: A “top secret” document dealing with targets in Japan; a 
“top secret” document on the Japanese Air Force; a “top secret” 
report on Japanese resources, a “top secret” document which re- 
vealed the United States breakdown and mastery of Japanese 
codes; a “confidential” Office of Naval Intelligence report on the 
organization of Japanese naval forces; a “strictly confidential” 
communication from Ambassador Gauss on the reorganization 
of the Chinese Air Force; a “classified” report on airplane 
and seaplane anchorages in Japan, Formosa, and Korea prepared 
by Military Intelligence; an Office of Naval Intelligence “confi- 
dential” report on China coast physical geography and coastwise 
shipping routes, bearing the penciled notation “war plans, coastal 
areas, inner passage, mined areas”; a “very secret” document con- 
taining a memorandum to the Joint Chiefs of Staff, Washington; 
two “secret” documents of the Military Intelligence Division en- 
titled “Changes to Order of Battle of Chinese Army”; a document 
marked “top secret for eyes only,” the very highest classification 
given; a “confidential” forecast of the Pacific war by Secretary 
Grew, which indicated the location of American submarines, to- 
gether with other classified documents dealing with such subjects 
as the composition of United States forces in Manila and an opera- 
tions plan for Naval Intelligence for their entire counter-intelligence 
organization in the United States. 

*The Report of the Royal Commission appointed under Order in 
Council P. C. 411 of February 5, 1946, To Investigate the Facts 
Relating to and the Circumstances Surrounding the Communica- 
tion, by Public Officials and Other Persons in Positions of Trust of 
Secret and Confidential Information to Agents of a Foreign Power, 
June 27, 1946. 
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passed to Moscow through the North American and European 
tunnels of the underground: 


. . . The evidence indicates that there were agents 
working along the same lines in the United Kingdom, the 
United States, and elsewhere. The Russians would on 
from their agents in Canada that information was bein 
pooled: By getting some information on a subject here 
some in England, and some in the United States, and ther 
assembling it, a very large body of data could be bui} 

However, much secret and valuable information wa; 
handed over. Some of it is so secret still, that it can be re. 
ferred to only obliquely and with the greatest care, and this 
is especially so in the case of certain secret informatio; 
shared by Canada, the United Kingdom, and the United 
States. 

From the beginning there was the closest cooperation jp 
scientific research between Canada, the United Kingdom 
and, later the United States... . 

Next to the atomic bomb it would appear to us that the 
development of radar was perhaps the most vital work 
accomplished by the English-speaking democracies in the 
technical field during the period in question. British 
scientists had already done valuable pioneering work before 
1939, but the improvements made since then had been 
considerable and many of these are still in the top secret 
category. Information of the greatest importance in this 
field was communicated to the Russians by agents. 

The work done in connection with antisubmarine de. 
vices, asdic, is as important as the work done on radar- 
some authorities say that it is more important. Much of it 
is still in the top secret category. The information before 
us leads us to the conclusion that much, and very possibly 
all, of the information available in Canada on this subject 
has been compromised. It would at least be unwise to 
assume anything else. 

The advances made in Canada by Canadians in develop. 
ing and improving explosives and propellants were out- 
standing. Canadian scientists were given very full informa. 
tion on the work being done in the same fields in the 
United Kingdom and the United States. The very names 
of many formulas are still supposed to be secret: the 
production methods even more so. But the names and 
much of the secret information were given to the Russians 
as well as continuing information about trials, experiments 
and proposed future research. This information was of 
great value. 

Another development in which Canada played a leading 
role is the “V. T. Fuse,” the name being a code name. “This 
is the fuse that knocked the Japanese Air Force out of the 
air” . . . One of the agents upon whom we are reporting 
had the wiring diagram of this fuse. There are certain de- 
tails of the manufacture which were known only to the 
Americans; and the United States of America is, we are 
told, the only country that can build the fuse at the present 
time. This fuse is the “electro bomb” referred to in some 
of the Russian documents. None of the armaments sent ti 
Russia during the war included this fuse. 

In conclusion, therefore, we can say that much vitd 
technical information, which should still be secret to th 
authorities of Canada, Great Britain and the United States 
has been made known to the Russians by reason of th 
espionage activities reported on herein. The full extent 
the information handed over is impossible to say; as we 
have already pointed out, these operations have been goin 
on for some time. We should emphasize that the bulk 0 
the technical information sought by the espionage leader 
related to research developments which would play an im 
portant part in the postwar defenses of Canada, the United 
Kingdom, and the United States. 

i Much of the political information obtained wa 
classified as top secret and related not only to the policies 
of the Canadian Government but to those of the Gov 
ernments of the United Kingdom and the United States 
The value of information of this type needs no particular 
zation. 

Again, Canadian citizenship documents such as pas 
ports, naturalization certificates, and marriage or bi 
certificates were sought for illegal purposes and in s0 
cases obtained. Such documents were sought not only fo 


U. S. NEWS & WORLD REPOR 











we in Canada but also, as illustrated for example by the 
Witczak passport case dealt with in section V of this report, 
for use in the United States. Sam Carr accepted in 1945 
an assignment to facilitate the entry of other planted agents 
ents # into Canada in the future, and it is clear that this type of 
the operation, which was not a new development, was intended 
1oW Bio be used more extensively in the future. Such planted 
‘Ing F agents could in time be used not only for espionage but for 
ere # sabotage, leadership of subversive political groups, and 
hen other purposes. It is unnecessary to comment on the pos- 
uilt sible gravity of these operations. (The report of the 
Canadian Royal Commission (pp. 616-620.) 


thi The Bentley Ring’s Harvest 


tion About the time Gouzenko was telling his story to the 
ited (ynadian authorities, Miss Bentley was telling hers to the 
federal Bureau of Investigation. In 1948 she made her first 
public statement under oath.” 

Mr. Stripling: What type of information did Mr. Silver- 
the master turn over to you? 
rork Miss Bentley: He turned over whatever members of his 
gwup secured, which was varied, depending on the spot 


tish the person was in. ae, 

fore Mr. Stripling: What type of information was actually 
een turned over to you, and which you transferred to Mr. Golos? 
cre Miss Bentley: Military information, particularly from the 


this Air Corps, on production of airplanes, their destinations 
to the various theaters of war and to various countries, new 
de-§ types of planes being put out, information as to when D-day 


ar-— would be, all sorts of inside information. 

if it Mr. Stripling: How would you transmit this information, 
fore yourself, acting as a courier for the group? 

ibly Miss Bentley: That depended. In the very early days they 


ject either typed it out or brought me documents. Later on they 
> tom began photographing it. 
Mr. Stripling: Where was the photographing carried out? 


lop. Miss Bentley: In the basement of the Silvermaster house* 
out-™ (p. 522). ... 

ma- Mr. Stripling: Could you elaborate on the military infor- 
the’ mation which you secured from the Silvermaster group? 
mes Miss Bentley: Well, the military information came largely 


the from George Silverman and Ludwig Ullman; and, as I 
and said, it was information of the most varied things you could 
ian think of. We had complete data as to almost all of the air- 
ents craft production in the country, as to types, how many were 
OR being produced, where they were allocated, and so on. We 
had all sorts of inside information on policies of the Air 
ling® Corps. As I said, we knew D-day long before D-day 
This’ happened, and we were right. Practically all the inside 
the policies that were going on inside the Air Corps. We got 
ing® quite a bit of information about General Hilldring’s ac- 
def tivities... . 





the Mr. Stripling: What was the type of information that you 
art® got regarding General Hilldring? 
sent Miss Bentley: Mostly inside policy data on what we were 


ome planning in the way, as I said, of invasions and action in 
tt =Europe* (pp. 525-526). 
Miss Bentley: All types of information were given, highly 


itl secret information, on what the OSS was doing, such as, 
th for example, that they were trying to make secret negotia- 
te tions with governments in the Balkan bloc in case the war 
th ended, that they were parachuting people into Hungary, 
t “@ that they were sending OSS people into Turkey to operate 
Z in the Balkans, and so on. The fact that General Donovan 


* interested in having an exchange between the NKVD 
%® and the OSS .. .* (p. 529). 


der Mr. Mundt: What kind of information would he [Maurice 
ba Halperin] give you? 


Miss Bentley: Well, in addition to all the information 
which OSS was getting on Latin America, he had access to 
the cables which the OSS was getting in from its agents 
abroad, worldwide information of various sorts, and also 
the OSS had an agreement with the State Department 
whereby he also could see State Department cables on vital 
issues * (pp. 530-531). 
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Miss Bentley told the Internal Security Subcommittee 
that— 


We were so successful getting information during 
the war largely because of Harry White’s idea to per- 
suade Morgenthau to exchange information. In other 
words, he would send information over to Navy, and 
Navy would reciprocate. So there were at least 7 or 8 
agencies trading information with Secretary Morgenthau 
(IPR; p. 422). 

She said that information from the White House “mostly 
on the Far East, on China” came from Michael Greenberg, 
who worked under Lauchlin Currie, executive assistant to the 
President (IPR, p. 414). 

According to the Nixon memorandum— 

Another member of this group who resides with Silver- 
master is William L. Ullman, a major in the United States 
Army Air Force stationed at the Pentagon Building who 
has been responsible for the obtaining and photographing 
of classified information regarding United States Govern- 
ment war plans and also reports of the Federal Bureau of 
Investigation, copies of which had been furnished to G—2 
of the Army at the Pentagon Building (p. 72). 

Miss Bentley testified that Lauchlin Currie was a “full- 
fledged member of the Silvermaster group,” who was used not 
only to “bail out” other members “when they were in trouble,” 
but also to steal White House secrets for the Soviets. Most of 
these secrets, she said, were related to America’s far eastern 
affairs. (Currie was President Roosevelt's adviser on these 
matters, having served as the President’s personal emissary to 
Generalissimo Chiang Kai-shek.) On one occasion, according 
to Miss Bentley, Currie sent word through George Silverman 
and Harry Dexter White that the United States was about to 
break a Soviet code (IPR hearings, p. 243). 


The Pumpkin Papers and After 

In 1948 Whittaker Chambers also reached an open hearing 
room with his story of the Ware group. As an eventual result 
of his testimony, he came forward with “hundreds of pages of 
confidential and secret documents.” These documents, he tes- 
tified, had been delivered to him by Alger Hiss, Harry Dexter 
White, and other members of the underground Communist 
ring. 

Most of them had come from the State Department 10 long 
years before. Sumner Welles, who had been Under Secretary 
of State during this period, was asked his opinion of the im- 
portance of some of the documents. Excerpts from his testi- 
mony tell their own story: 

Mr. Stripling: Mr. Welles, were any of these messages 
which I have shown you, would they be sent in code? Is 
there anything to indicate that they were sent in code orig- 
inally? 

Mr. Welles: All of these messages, Mr. Stripling, origi- 
nally were sent in code, and undoubtedly those marked 
“strictly confidential” or “strictly confidential, for the Secre- 
tary,” would presumably be sent in one of the most secret 
codes then in our possession. 

Mr. Stripling: Would the possession of the document 
as translated, along with the original document as it ap- 
peared in code, furnish an individual with the necessary in- 
formation to break the code? 

Mr. Welles: In my judgment, decidedly yes” (p. 1388). 


Mr. Hébert: . . . Mr. Welles, I understand your position 
as enunciated at the moment. May I ask you this: Were you 
the Under Secretary of State at the time these documents 
were received in the State Department? 

Mr. Welles: That is correct, sir. 

Mr. Hébert: And at that time would their release to the 
public, or their release to unauthorized hands, be prejudicial 
to the best interests of the Nation? 

Mr. Welles: In the highest degree prejudicial and in the 





*Mr. Nixon’s House speech, January 26, 1950. 

*Hearings regarding Communist espionage in the United States 
Government, pt. II, by House Un-American Activities Committee, 
80th Cong., 2d sess. 
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highest degree dangerous to the Nation’s interests” (pp. 

1389-1390)... . 

Mr. Nixon: Mr. Welles, in the case of a “strictly confi- 
dential for the Secretary” type of document, as I understand 
one of these documents was, at the time you were in the 
Department of State would such a document be kept in 
what you might term a certain type of file for safekeeping, 
and only one or more copies made? I wonder if you could 
enlighten us on that point. 

Mr. Welles: The distribution would have been extremely 
restricted, and as soon as the documents had been distrib- 
uted to certain officials and read by those officials, they were 
supposed to be collected and taken to a section of the ar- 
chives in the Department of State that was reserved tor 
“strictly confidential” information” (p. 1390). 

Mr. Nixon: It is my understanding, following the ques- 
tion Mr. Hébert asked, that you have indicated not only 
were the two documents you have examined—not only 
would it have been prejudicial to the national interest to 
have released them then to an unauthorized person, but 
now, 10 years later, it would still be prejudicial to the 
national interest to release those documents? 

Mr. Welles: In my judgment that is entirely correct, 
sir” (pp. 1390-1391). 

When these documents were delivered to Chambers, Alger 
Hiss and Harry Dexter White held relatively minor positions 
in the Government service. In the years that followed, as al- 
ready noted, they gained entrance to the innermost command 
posts affecting American foreign policy. 

Dr. Edna Fluegel, a former State Department foreign- 
affairs specialist, was asked about Hiss’ ultimate access to 
secret documents when she appeared before the subcommit- 
tee in the IPR hearings. 

Mr. Morris: What documents or what material would be 
available to him [Hiss] in that role? 

Miss Fluegel: Everything that existed. 

Mr. Morris: Everything in the entire Department of the 
highest classification? 

Miss Fluegel: Yes. At that particular time, you see, post- 
war involved everything, economics, social, political. 

Senater Watkins: Do you know that of your own per- 
sonal knowledge? 

Miss Fluegel: Yes. You see, everything, every single de- 
cision—at that time, thev had this top Secretary’s Committee 
which was the final place where policy decisions were made, 
and it really operated them. So that every paper on every 
subject requiring top policy decision came to it, and Mr. 
Hiss was ex officio a member of that committee. 

Senator Wat<ins: And all that material was then avail- 
able to him as it was to the members of the committee? 

Miss Fluegel: That is right™ (p. 2838). 


The Design 


The design of Communist penetration testified to in past 
vears by Elizabeth Bentley, Whittaker Chambers, Louis Bu- 
denz, Nathaniel Weyl, and others, was clarified and sustanti- 
ated by the documents adduced in the Senate Internal Security 
Subcommittee’s hearings this year. All of the Government em- 
ployees exposed by these witnesses were threads in this design. 

When the principal concern of Government was economic 
recovery, they were in the Agricultural Adjustment Adminis- 
tration, the Works Administration, the National 
Recovery Adminisiration, and new sections of old departments. 
During the war, they joined such wartime agencies as the 
Board of Economic Warfare, the Foreign Economic Adminis- 
tration, the Office of Strategic Services, and the like. Toward 
the end of the war and in the postwar period, they were oper- 
ating in the foreign policy field. At the end of the war, they 
were gravitating toward the international agencies. 

They colonized key committees of Congress (p. 340-345). 
They helped write laws, conduct congressional hearings, and 
write congressional reports. (See testimony of Henry Collins, 


Progress 


“See footnote on page 93. 
“Institute of Pacific Relations hearings, pt. VIII, by Senate In- 
ternal Security Subcommittee, 82d Cong. 
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pp. 1 ff; Charles Kramer, pp. 327 ff; Charles Flato, pp. 4874 
Frederick Palmer Weber, pp. 177 ff.) 
They advised Cabinet members, wrote speeches for them 
and represented them in intergovernmental conferences, (Sex 
testimony of Harry Magdoff, pp. 286 ff; Edward J. Fitzgerald 
pp. 241 ff; Harold Glasser, pp. 53 ff.) They staffed inte, 
departmental committees which prepared basic Americ 
world policy. (See IPR hearings, pp. 2823-2837.) 

They traveled to every continent as emissaries and repre. 
sentatives of the American people. They attended virtual) 
every international conference where statesmen met to shape 
the future. 

In its report on the Institute of Pacific Relations,” the sy}, 
committee showed how a group of these individuals jp, 
fluenced the State Department with disastrous results t; 
American far eastern policy. In the present inquiry we foun¢ 
other nests in the Foreign Economic Administration, th: 
Board of Economic Warfare, and those sections of th 
Treasury which formed American postwar foreign economil 
policy, particularly with regard to Germany. There had bee 
nests in the original Agricultural Adjustment Administration 
and in the national research project of the Works Progres 
Administration, both of which were supposed to help extricate 
the country from the terrible depression of the 1930s. Ther 
was an interlacing combination of these people in almos 
every agency, both executive and legislative, which had to & 
with labor. 


“Once We Got One In, He Got Others’’” 


The subcommittee examined in public session 36 ” person 
about whom it had substantial evidence of membership iy 
the Communist underground in Government. All of then 
invoked the fifth amendment and refused to answer question: 
regarding Communist membership, on the grounds of self 
incrimination. Many refused even to acknowledge their ow 
signatures on official Government documents, in which they 
had sworn to nonmembership in the past. 

Almost all of the persons exposed by the evidence hac 
some connection which could be documented with at leas 
one—and generally several—other exposed persons. They use 
each other’s names for reference on applications for Federa 
employment. They hired each other. They promoted eacl 
other, They raised each other’s salaries. They transferred ead 


an ani 


other from bureau to bureau, from department to depart 


ment, from congressional committee to congressional commit 
tee. They assigned each other to international missions. They 
vouched for each other’s loyalty and protected each othe 
when exposure threatened. They often had common living 
quarters. There was a group that plaved handball together 
There was another group whose names appeared together it 
a telephone finder. 

In addition to those witnesses called to the stand in thi 
series of hearings, the subcommittee also studied the record 
of those who had appeared previously before this, or othe 
congressional bodies. Some of these likewise invoked the fit 
amendment. Others were persons, like Alger Hiss and Willian 
Remington, who had denied the testimony of their sect 
Communist membership and ultimately were convicted ( 
perjury. The employment record of Virginius Frank Coe, wh 
denied Communist membership in 1948 and invoked the fil 
amendment 4 years later, was also scrutinized. So was thé 
of the late Harry Dexter White, who died shortly aft 
denying the Bentley and Chambers testimony of 1948, bi 
later was clearly implicated when notes in his own hand wer 
found among the Chambers documents. 

Virtually all were graduates of American universities. Mat 
had doctorates or similar ratings of academic and intellectu 
distinction. Eleven had been or still are teachers. 





*S. Rept. No. 2050, 82d Cong., 2d sess. 

“Bentley testimony, IPR, p. 417. 

“Including 10 former Government employees who were heard 
hearings on Subversive Influence in the Educational Process. 
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The Witnesses 


All who invoked the fifth amendment were unyielding, un- 
cooperative and even abusive of the subcommittee. All as- 
sumed a cloak of innocence that was inconsistent with the rec- 
od and with their refusals to testify. Almost typical was the 
etimony of Frederick Palmer Weber who, despite his long 
Government service, refused on Constitutional grounds to tell 
ofhis relations with the Soviet satellite embassies in Washing- 
on. In the course of his testimony, the following interesting 
exchange took place: 

Mr. Weber: You see, I am a Virginian, born and raised 
in Virginia, and my people fought for the Confederacy and 
I grew up under Thomas Jefferson’s shadow and I would 
rather die than take away any man’s right to hold any po- 
litical opinion whatsoever that he so chooses on the basis of 
his own reading and understanding. I wouldn't do it. I 
wouldn't consent to it and I would not penalize any man 
for his particular opinions (p. 190)... . 


An Associated Press story, dated July 29, 1953, with a 
dateline of Panmunjom, reported that Epstein turned up as 
a witness to the signing of the Korean armistice. He had 
arrived there in company with Communist correspondents 
Alan Winnington, of the London Daily Worker and Wilfred 
Burchett of the Paris Daily L’Humanite, from Communist 
truce headquarters at Kaesong. According to the dispatch, 
Epstein described himself as a stateless person who went to 
Communist China in 1950. 


The Same Witnesses Before the F. B. I. 

By way of corroborating the impressive evidence the sub- 
committee had received concerning the witnesses appearing 
before this and certain other congressional committees, the 
subcommittee asked the Federal Bureau of Investigation if 
it interviewed these witnesses. Thirty-five cases were selected 
at random. The FBI review of these 35 cases shows the 
following: 


Mr. Morris: I would like to revert back a little bit. You 
made the statement in the course of your testimony here 
today that you would at no time object to anyone’s making 
a speech or expressing his views under any circumstances. 
Do you recall that you were active in a protest strike against 
the appearance of Mme. Tatiana Tchernavin while at the 
University of Virginia? 

Mr. Weber: I will plead my privilege. 

Mr. Morris: Did you not protest the appearance of that 
woman because she was considered anti-Soviet at that 
time? 

Mr. Weber: I will plead my privilege (p. 193). 

Edwin S. Smith, once a member of the National Labor Re- 
lations Board, wrote a letter in 1940 to the Honorable How- 
ard W. Smith, chairman of the Special House Committee to 
investigate the Board: 


...1 take this opportunity to deny that I am now or ever 
have been a member of the Communist Party; that I do 
now hew or ever hewed to the party line; that I favor or 
ever have favored a line of policy which paralleled the pol- 
icy laid down by Ralph Ambler, William Foster, Earl Brow- 
der, and every member of the Communist Party; or that my 
sympathies are or ever have been with the Communist 
groups. 

I hereby request that this letter be printed in the pro- 
ceedings of the committee. I am quite willing to appear and 
testify before the Committee concerning these matters. 

In 1948, Smith was identified by Louis F. Budenz as a 
Communist in sworn testimony. When asked about this and 
other evidence before this subcommittee in 1953, he invoked 
his privilege under the fifth amendment. He was also confront- 
ed with his own 1940 statement, and questioned by the sub- 
committee regarding it: 

Mr. Morris: Was that a truthful letter? 

Mr. Smith: I would say in respect to that letter for the 
purposes of my appearance before this committee I do not 
care to answer your question on the same grounds that I 
have alleged before (pp. 557-558). 

Since his departure from Government service, Smith has 
taken off his mask and became an official propagandist for the 
Soviet Government, as American agent of Sovfoto, a Soviet 
agency, and a long list of Soviet and Chinese Communist 


(1) Thirty-three of these individuals had some type of 
identification with the Communist Party. Of the remaining 
2 persons 1 was reported as a Communist sympathizer and 
the other as 1 who associated with Communists. 

(2) Of these 35 individuals 7 had appeared before a 
congressional committee on a prior occasion. They proved 
uncooperative before the committee on each appearance. 

(3) All 35 were interviewed by FBI agents; 26 were in- 
terviewed before their appearance before the congressional 
committee; 9 were interviewed subsequent to their con- 
gressional appearance. 

(4) Of the 35 interviewed by the Bureau, 28 flatly re- 
fused to talk to agents. Of the 7 that did talk to agents, 3 
denied allegations as to their Communist connections. 
They were not under oath. : 

One refused to deny or affirm Communist Party mem- 
bership and refused to make any statement. 

One denied knowing he was engaged in espionage activ- 
ity from 1939 to 1945. On a subsequent interview he 
refused to talk on the grounds of his privilege against self- 
incrimination. 

One furnished some information about communism but 
did not admit Communist Party membership. On a sub- 
sequent interview he refused to answer any questions. 

One gave seemingly false information regarding his 
knowledge of a certain individual. On a subsequent inter- 
view 2 years later he refused to talk. 

(5) The 35 uncooperative individuals refused to an- 
swer questions not only about their own Communist affilia- 
tions but about communism in general. They refused to 
cooperate in any way with the congressional committee. 

Ten out of the thirty-five individuals were called before 
congressional sessions prior to the outbreak of the Korean 
war in June 1950. All 10 were uncooperative. Of these 10, 
8 were called to testify after the outbreak of the Korean 
war; they remained uncooperative. 

Three out of the thirty-five individuals were called before 
an executive session. They refused to cooperate. Of these 
3, 2 were then called before public sessions; again they 
refused to cooperate. 


False Swearing 
The record is replete with instances of identified Com- 


munists, appearing before the subcommittee and invoking 
their privilege against self-incrimination in the face of the 
evidence, who have sworn on Government applications they 
have never been members of the Communist Party. In one 


principals. In this capacity, among other duties, he distributes 
photographs purporting to show that American troops have 
been engaged in germ warfare in Korea (p. 569). 

During the Institute of Pacific Relations hearings, an IPR 
writer, whom the subcommittee sought to subpena, was 
Israel Epstein who resided in New York between 1945 and 
1950. In the course of the hearings, Edward C. Carter, Sec- 
retary General of the Institute, was shown to have been en- 
gaged in devising ways and means of having Epstein’s book 
The Unfinished Revolution in China read by the Secretary of 
State George C. Marshall, John Foster Dulles, and other lead- 
ing policymakers of our Government. Epstein had been identi- 
fied by Miss Bentley and other witnesses as a Communist 


agent. *'See testimony of Charles S. Flato, pp. 487 ff. 
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case the subcommittee had as many as 14 affirmations * made 
by one such witness, denying Communist membership. In 
many of the cases it was apparent to the subcommittee that 
there was false swearing when the oath was taken, But under 
the law at the time, the statute of limitations provided that 
no action could be initiated after 3 years from the commission 
of that offense. The subcommittee feels that the seriousness 
of false swearing on membership in an organization, an 
affiliate of which has been killing our troops in Korea, is 














certainly of sufficient seriousness to warrant extension of the 
time within which the crime can be prosecuted. And if the 
time is extended, a Government employee would weigh more 
seriously his sworn denial. 

The subcommittee has had considerable experience with 
the difficulty of establishing Communist Party membership 
from the testimony of recent defectors from the conspiracy. 
In its report of July 17, 1953, on subversion in education, the 
subcommittee observed: 

The length of time involved for a Communist to make 
a complete break with the organization and its ideology 
and to acquire the outlook necessary to reveal the details 
of his participation in the Communist Party was such that 
it was impossible to determine from ex-Communists the 
present status of the infiltration. This is so because com- 
munism so pervades the whole being of an individual Com- 
munist that it is not easily or quickly put aside. 

Bella V. Dodd, for instance, broke with the Communist 
Party in 1948. She testified that it was not until 1952 that 
she became sufficiently disentangled, emotionally, from her 
Communist ties to see her way clear to testify before a 
Senate comm‘ttee. But by that time her competency to 
testify to direct events after 1948 had vanished, because 
she no longer had access to Communist secrets after her 
defection. The subcommittee recognized that her interpre- 
tations of events between 1948 and 1953 were those of an 
expert because of her experience but were in no sense 
testimony of an active participant (p. 520, education hear- 
ings). 

Consequently, it is an exceptional case when an ex-Com- 
munist can testify to another's Communist membership less 
than 3 years back. 

The subcommittee also recognized the complete in- 
adequacy of certain Government anplication forms, The form 
used by the Office of War Information asked an employee if 
he were presently a Communist Party member (p. 794).” A 
Communist could with impunity answer no to this if he 
effected a tactical resignation from the Communist Party the 
day of the signing of the form and rejoined the next day. The 
experience of Government agencies in enforcing the Taft- 
Hartley non-Communist affidavits shows how resourceful 
Communists are on this issue. Even if the element of a tactical 
resignation were not present, the prosecution agency would 
have to prove a person to be a Communist at the particular 
moment of signing to punish a violation of the regulation. 
This is virtually an impossible task. 


Warnings Ignored 

The subcommittee sought to determine precisely what 
aspect of the loyalty machinery failed, and allowed so many 
Soviet agents to remain in positions of influence in the United 
States Government, in the face of impressive derogatory 
security information. The subcommittee reviewed the evidence 
with a view toward determining this. There is ample evidence 
that the Federal Bureau of Investigation and other agencies 
learned the underlying facts of the Communist conspiracy and 
time and time again performed their duty and _ notified the 
proper administrative agencies of this information. 

The Chambers information on Alger Hiss, as we set forth 
above, was known to the Federal Bureau of Investigation 
some years before 1945. The Nixon memorandum reveals that 
by November 1945 there were three distinct sources of infor- 
mation on Hiss’ connection with the Communist underground 
—Gouzenko, Bentley, and Chambers—and yet, it was not until 

“Furthermore. there was a vagueness and lack of precision in 
some of the application forms that the subcommittee encountered. 

‘The climate of the period in which Communist infiltration made 
its greatest headway is demonstrated by the following statement 
by Alfred Klein, Chief General Counsel of the United States Civil 
Service Commission, in a case under litigation: 

“If I had to express my opinion as to whether the applicant is a 
Communist, my reply onal be in the affirmative. However, I am 
constrained to recommend that the applicant be rated eligible.” 
(See Myers v. United States (272 U. S. 50; 30 Op. Atty. Gen. 79, 
83). 
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after the House Un-American Activities Committee had its 
hearings in 1948, 3 years later, that any action was taken 
on the Hiss case. This same inactivity was apparent jn 
cases of other persons mentioned as Communist agents jn the 
1945 Nixon memorandum, namely, Harold Glasser. Nathar 
Gregory Silvermaster, Edward J. Fitzgerald, Harry Magdoff 
and others.” These people stayed in their jobs, received pro’ 
motions, and influenced policy for several years after impres. 
sive information had heen marshalled. 

In the case of this subcommittee’s inquiry into Americar 
citizens at the United Nations, the Federal Bureau of Investj 
gation, in virtually all the 26 cases, had transmitted derog, 
tory information to the proper authorities in the State De 
partment years earlier. These people had also appeared befor 
a Federal grand jury in New York which had this derogaton 
evidence. Yet, it was not until the Internal Security Subcom, 
mittee brought this information forth in its public hearing 
in the fall of 1952, that any action was taken to remove they 
obvious security risks from their positions of trust and jp. 
fluence. 

It is the function of the Federal Bureau of Investigation tg 
uncover and compile security information and make it avail. 
able, without evaluation and without recommendation, to the 
proper executive agencies. The Federal Bureau of Investiga: 
tion cannot expose and cannot force action once it has te. 
ported the results of its investigation. This fact is basic in 
the understanding of the function performed by a congres- 
sional committee. 

The breakdown in the loyalty machinery, encountered jn 
this series of hearings, was basically not in the detection of 
evidence. Primarily, the breakdown came in the failure o 
the part of the responsible executive agencies to act on the 
information which was available. 

There is a mass of evidence and information on the hidden 
Communist conspiracy in Government which is: still in- 
accessible to the Federal Bureau of Investigation and to 
this subcommittee because persons who know the facts 
of this conspiracy are not cooperating with the security 
authorities of the country. In the course of its report on 
Subversion in the Educational Process, this subcommittee 
pointed out that: 

... If all the secrets now possessed by ex-Communists 
were made available to the Federal Bureau of Investigator 
and this committee, long strides would have been taken t 
expose fully the Communist conspiracy in the United States 
(p. 8, interim report 1). 

The subcommittee recognizes not only that ex-Communists 
could be a source of much additional information, but, in at- 
dition, many Government workers who have always been love! 
to the United States Government did learn by their contact 
with conspirators some details of subversion. If these people 
will come forward, either to the Federal Bureau of Investige- 
tion or to the congressional committees, great strides will be 
made in protecting the security of this country. 

The subcommittee is aware of the campaign being conduct: 
ed against the fact-gathering agencies of the Government 
both of the executive and legislative, and must deplore the it- 
roads this campaign has made.* 





“The subcommittee learned during this series of hearings thatt 
Federal Bureau of Investigation had received derogatory secur 
information and had conducted investigations during 1941 and 1%! 
on Alger Hiss, Harry Dexter White, Harry Magdoff, Maurice Hi 
perin, and Harold Glasser. 

"In a letter to Wilham Frauenglass, a teacher who invoked lif 
constitutional privilege regarding his Communist affiliations belo 
this subcommittee, made public on June 11, 1953, Dr. Albert E 
stein, Princeton scientist, urged that “Every intellectual who 
called before one of the committees ought to refuse to testify. 

Max Lowenthal, whom several witnesses before our subcommll 
tee refused to acknowledge as an associate on grounds that it mig! 
























incriminate them, and who was the subject of a hearing before th 
House Committee on Un-American Activities on September ! 
1950, is the author of a book attacking the Federal Bureau of If 
vestigation. The book was favorably reviewed in the Commun 

; (Footnote continued on page § 
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This campaign is based, in part, on misstatements of the 
powers and functions of the respective security agencies which 
are clearly not understood. 





Net in the State Department 

During the course of the hearings, the subcommittee en- 
countered significant infiltration into the following agencies: 
The Coordinator of Information; the Office of Strategic Serv- 
ices; the Office of War Information; the Board of Economic 
Warfare; the Foreign Economic Administration; and the Of- 
fce of Inter-American Affairs. These were all war agencies 
and their personnel was often assembled in the haste that war- 
time urgency impelled. It was apparent to the subcommittee 
that either these agencies had no security safeguards what- 
ever, or else had no disinclination toward hiring Commmu- 
nists. There was evidence concerning scores of such employees 
whom the subcommittee never had an opportunity to hear, so 
pressing were its time exigencies. It did hear in open session 
95 persons from these agencies, and they invoked their privi- 
lege against self-incrimination rather than deny the subcom- 
mittee evidence of their Communist Party membership. The 
positions that these people held were often important and at a 
policymaking level. 

In 1945, there emanated from the Bureau of the Budget a 
plan that prov ided that the personnel of all these agencies be 
consolidated and infused into the State Department. J. An- 
thony Panuch, the State Department Deputy Assistant Secre- 
tary who was designated by Secretary of State James F. 
Bymes to supervise this consolidation, testified, on June 25, 
1953, that it was this transfer of personnel, involving as it did 
vast numbers of what he termed “unscreened personnel”, that 
changed the entire complexion of the State Department and 
still was having an adverse effect, securitywise, on the present 
Department of State. 

Mr. Panuch: In September of 1938 I became special 
counsel to the Securities and Exchange Commission in cor- 
porate reorganizations (p. 842). 

In October of 1945, upon Mr. Byrnes’ request, I joined 
him in the State Department in the capacity of Deputy 
Assistant Secretary of State for Administration and as co- 
ordinator of the merger of the Department under the three 
Executive orders which blended with the Department the 
wartime agencies operating in the foreign field. 

These agencies were the Office of War Information, the 
intelligence units of the Office of Strategic Services, the 
Office of Inter-American Affairs, the Foreign Economic 
Administration, and the Office of Foreign Liquidation Com- 
missioner. There were also certain units of the War De- 
partment General Staff concerned with occupation planning 
im: 642)... . 

Mr. Morris: What was the origin of this particular reor- 
ganization? How did that get its start? 

Mr. Panuch: That was in the Bureau of the Budget 
fey 644)... . 

Mr. Morris: Will you tell us, Mr. Panuch, how this reor- 
ganization became effective? 

Mr. Panuch: It added to the Department functions 
which had theretofore never been in the Department; spe- 
cifically, propaganda functions in the Office of War Infor- 
mation... (p. 849). 

The Office of Strategic Services brought in about 1,000 
people from their Research and Intelligence Branch, and 
they were to be used under the President’s order to create 
the nucleus of the centralized intelligence operation (p. 
849)... . 

Mr. Morris: Mr. Panuch, to your knowledge and drawing 
on your Own experience, were then any political changes 
to be wrought by this reorganization? 

Mr. Panuch: Well, it was a thoroughgoing reorganization 





Magazine, Political Affairs for January 1951, under the title, “J. 
Edgar Hoover’s American Gestapo.” 

Carl W. Ackerman, dean of the faculty of journalism at Columbia 
University, announced that he was discontinuing his practice of 
cooperating with Federal, State, and police investigating agencies 
except on written request and on advice of counsel (the Bulletin 
of the American Society of Newspaper Editors, April 1, 1953). 
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of the Department by the addition of functions which 
necessarily changed the political or rather the policy struc- 
ture of the Department. 

The Intelligence directive to set up coordinated intelli- 
gence on a national level in a centralized unit of the De- 
partment presented a problem as to whether your tail 
would be wagging your dog; in other words, whether the 
intelligence units, coming in from these agencies, which 
would be the focal core of national intelligence organiza- 
tion, would, by a preemption of your high-level estimates 
which go to the Secretary of State and the President and 
the National Security Council, be really exercising an in- 
fluence over policy beyond that which was traditionally 
exercised by the Foreign Service of the United States, 
through the geographic divisions of the Department (p 
850). 

. Subsequently the President issued a directive to 
Secretary Byrnes, directing him to undertake the coordina- 
tion of all foreign intelligence under the leadership of the 
State Department. I believe that that was on September 
20, 1945. 

At the same time there was before the President a pro- 
posed directive for setting up a Central Intelligence 
Agency, which was submitted by the Joint Chiefs of Staff, 
and the Department then had the problem of advising the 
Secretary of State and the President as to what combina- 
tion or correlation of these two entirely different concepts 
of mobilizing foreign intelligence at the national level 
should be blended into a forward operation (p. 849)... . 

Senator Welker: How did the reorganization which you 
have described, Mr. Panuch, seek to change the level of 
control in the various policy agencies? 

Mr. Panuch: Senator, if I may offer a correction before 
answering your question, as to semantics, I know in Gov- 
ernment, everybody talks about leve]s, but I would like 
to say “pattern.” 

Senator Welker: Let us call it “pattern.” 

Mr. Panuch: If I may, sir; I think the pattern, the essen- 
tial part of the pattern was to shift your policy formula- 
tion, the essential basis on which your ultimate policy esti- 
mates are made into a central intelligence group which 
would overbalance your policy offices of the Department. 
In that way, while there would be no change in level, there 
would be a change in pattern impetus, control, and direc- 
tion. The other change, of course, was the historic change 
which was initiated by our entry into the United Nations 
Organization, which placed a large part of foreign policy on 
an international basis rather than on the traditional country- 
to-country or bilateral basis. So that at the end of the war 
you would have had three groupings of policy formula- 
tion: Your international work in the United Nations; the 
liquidation of the war through the Council of Foreign 
Ministers, involving the Big Four; and, lately diplomatic 
relations with countries which were neither in the United 
Nations nor in the Council of Foreign Ministers group; 
for instance, Franco’s Spain (p. 854). 

The Chairman: I would like to make one point here. In 
relation to your dealings with and the recommendations 
of the Bureau of the Budget, is it your impression that this 
same pro-Communist influence might have been there? 

Mr. Panuch: Well, sir, I don’t know whether it was pro- 
Communist or not, but it was certainly pro-Soviet and pro- 
international (p. 898). 

In addition to the infiltration of the State Department 
through the medium of this merger,” the subcommittee en- 
countered still other penetration into the State Department. 
Apart from the agents involved in this consolidation, the sub- 





“It should be noted that the Ramspeck Act of November 26, 
1940, provided additional authority for blanketing in employees 
from newly created agencies into civil service. 

The 58th Annual Report of the U. S. Civil Service Commission 
for the fiscal year ending June 30, 1941, page 5, declared: “One 
of the most important statutes in the history of the Federal Civil 
Service is the Ramspeck Act of November 26, 1940, Public No. 
880, 76th Congress, which authorizes the President greatly to ex- 
tend the scope both of the Civil Service Act and of the Classifica- 
tion Act. . . . Under the terms of Executive Order No. 8743 of 
April 23, 1941, the Civil Service Act will be extended on January 
1, 1942 to the great majority of the positions to which the Rams- 

(Footnote continued on page 98) 
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committee heard eight other individuals who worked in the 
State Department identified as Communists in the course of 
the hearings. The positions that these people held were im- 
pressive. Some of their titles were: The Director of Office of 
Special Political Affairs; State Department representative in 
conferences regarding the American, British, Japanese Naval 
Limitation; Chief of the Division of Latin American Affairs; 
assistant in Division of Research for Europe; Director of the 
Office of Far Eastern Affairs; and Associate Chief in charge 
of economic planning in the Division of Special Research. 

The subcommitte admitted into evidence, during the course 
of the Panuch hearing, testimony given by A. A. Berle, Jr., 
former Assistant Secretary of State. 

Mr. Morris: Senator Welker made reference to testimony 
given by Berle before the House Un-American Activities 
Committee. 

Mr. Mandel, would you read that precise portion from 
that actual testimony? 

Mr. Mandel: It is the testimony of Adolph Berle, Jr., 
before the House Committee on Un-American Activities, on 
August 30, 1948, published on page 1296 of the hearings 
of that body: 

Mr. Berle: As I think many people know, in the fall of 
1944 there was a difference of opinion in the State Depart- 
ment. I felt that the Russians were not going to be sympa- 
thetic and cooperative. Victory was then assured, though 
not complete, and the intelligence reports which were in 
my charge, among other things, indicated a very aggressive 
policy not at all in line with the kind of cooperation every- 
one was hoping for, and I was pressing for a pretty clean- 
cut showdown then when our position was strongest. 

“The opposite group in the State Department was largely 
the men: Mr. Acheson’s group, of course, with Mr. Hiss as 
his principal assistant in the matter. Whether that was a 
difference on foreign policy, and the question could be 
argued both ways; it wasn’t clean cut, was a problem, but 
at that time Mr. Hiss did take what we would call today 
the pro-Russian point of view.” 

Mr. Panuch: That is a fair statement of the situation in 
1945, 1946, when I was in the Department. 

Mr. Morris: Based on your experience in the Depart- 
ment? 

Mr. Panuch: Yes (p. 898)... . 

Senator Welker: Mr. Panuch, a moment ago we referred 
to Mr. Acheson and his pro-Russian group in the State De- 
partment. I will ask you whether or not, in your opinion, 
that Acheson-Hiss pro-Russian group in the State Depart- 
ment contributed to the infiltration of Communists or Com- 
munist sympathizers within the State Department? 

Mr. Panuch: It is almost impossible to answer that, sir, 
responsively. 

I would say that the biggest single thing that contributed 
to the infiltration of the State Department was the merger 
of 1945. The effects of that are still being felt, in my judg- 
ment (p. 899). 


The Net Over the Treasury 

Harry Dexter White, Frank Coe, Harold Glasser, Victor 
Perlo, Irving Kaplan, Sol Adler, Abraham George Silverman 
and William Ludwig Ullmann were employees of the Treasury 
Department during part or all of the period studied by the 
subcommittee. 

All these persons were named by both Miss Bentley and 
Chambers as participants in the Communist conspiracy. Perlo 
was identified also by Nathaniel Weyl. The names of Perlo, 





peck Act authorizes its extension and vacancies occurring in such 
positions during the period July 1, 1941 to January 1, 1942 must 
= filled in accordance with the Civil Service Act and rules, unless 
express permission is given by the Civil Service Commission for 
appointment without regard to the rules.” 

Treasury Department recommendation for classification dated 
January 1, 1942 in the case of Harold Glasser states: “The em- 
ployee named below, who, on July 1, 1941, occupied a posi- 
tion which has been brought into the classified service by operation 
‘of the Ramspeck Act, and Executive Order No. 8743, of April 23, 
1941, and who on January 1, 1942, occupied a permanent position, 
is recommended for classification under section 1 of that order” 
(p. 94). 


98 


Adler, Silverman, and Ullmann turn up in the Nixon Memo. 
randum of 1945. Several of those named were listed in the 
telephone finder of Nathan Gregory Silvermaster, identified 
by Miss Bentley in 1948 as the most important person she 
dealt with in the Government underground. 


The Kaplan story has already shown the interlacing cop. 
nections with White, Coe, Glasser, Silverman, and Ullm 
Kaplan’s tremendous responsibilities for American occup 
policy in Germany have also been set forth. 

How important were some of the others? 

The answer to this question, so far as White is concerned 
may be found in three Treasury documents. Here is the first 
dated 8 days after Pearl Harbor, and signed by Secretary of 
the Treasury Morgenthau: = 


ann 
ation 


December 15, 194], 
TREASURY DEPARTMENT ORDER NO. 43 


On and after this date, Mr. Harry D. White, Assistant t; 
the Secretary, will assume full responsibility for all matters 
with which the Treasury Department has to deal having 3 
bearing on foreign relations. Mr. White will act as liaisoy 
between the Treasury Department and the State Depart. 
ment, will serve in the capacity of adviser to the Secretary 
on all Treasury foreign affairs matters, and will assume re. 
sponsibility for the management and operation of the Sta- 
bilization Fund without change in existing procedures, Mr 
White will report directly to the Secretary. 

Secretary of the Treasury. 

WNT:aja 
Here is the pertinent paragraph from the second Treasury 

document which was dated February 25, 1943 and was sent 
to White by Secretary Morgenthau: 

Effective this date, I would like you to take supervision 
over and assume full responsibility for Treasury's participa- 
tion in all economic and financial matters (except matters 
pertaining to depository facilities, transfers of funds, and 
war expenditures) in connection with the operations of the 





Army and Navy and the civilian affairs in the foreign areas 
in which our Armed Forces are operating or are likely to 
operate. This will, of course, include general liaison with 
the State Department, Army and Navy, and other depart- 
ments or agencies and representatives of foreign gover- 
ments on these matters. 

Here is the third, a compilation of the interdepartmental 
and international bodies on which Assistant Secretary White 
was the official Treasury representative: 

The Interdepartmental Lend-Lease Committee 

The Canadian-American Joint Economic Committee 

The Executive Committee on Commercial Policy 

The Executive Committee and Board of Trustees of the Ex. 
port-Import Bank 

The Interdepartmental Committee on Inter-American Affairs 

The National Resources Committee 

The Price Administration Committee 

The Committee on Foreign Commerce Regulations 


Problems 
The Committee on Trade Agreements 
The National Munitions Control Board 
The Acheson Committee on International Relief 
The Board of Economic Warfare 
The Executive Committee on Economic Foreign Policy 
The Liberated Areas Committee 
The O. S. S. Advisory Committee 
The U. S. Commercial Corporation 
The Interdepartmental Committee on Planning for Coordi- 

nating the Economic Activities of United States Civilian 

Agencies in Liberated Areas (exhibit 33) 

White was also chief architect of the International Mon- 
etary Fund” as well as its first United States executive direc- 
tor. Miss Bentley gave the subcommittee an extraordinarily 
revealing glimpse of how White’s hands played with the 
inner levers of American policy. 


The Interdepartmental Committee on Post-War a 





“Post War Foreign Policy Preparation, a State Department pub- 
lication p. 142. 
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Miss Bentley: No; the only Morgenthau plan I knew 
anything about was the German one. 

Senator Eastland: Did you know who drew that plan? 

Miss Bentley: Due to Mr. White’s influence, to push the 
devastation of ‘Germany because that was what the Russians 
wanted. ; 

Senator Ferguson: That was what the Communists 
wanted? 

Miss Bentley: Definitely Moscow wanted them com- 
pletely razed because then they would be of no help to the 
— Morris: You say that Harry Dexter White worked 
on that? 

Miss Bentley: And on our instructions he pushed hard. 
(IPR p. 419.) . 

Senator Eastland: What you say is that it was a Com- 
munist plot to destroy Germany and weaken her to where 
she could not help us? 

Miss Bentley: That is correct. She could no longer be a 
barrier that w ould protect the Western World. 

Senator Eastland: And that Mr. Morgenthau, who was 
Secretary of the Treasury of the United States was used 
by the Communist agents to promote that plot? 

Miss Bentley: I am afraid so; yes. 

Senator Ferguson: What do you mean by “I am afraid 
So 0”? 

Miss Bentley: Certainly Secretary Morgenthau didn’t fall 
in with Communist plots. 

Senator Ferguson: But you know it to be a fact? 

Miss Bentley: I know it to be a fact. 

Senator Ferguson: You do not qualify it, do you? 

Miss Bentley: No, I don’t qualify it. I didn’t want to give 
the thought that he did it knowingly. 

Senator Smith: He was unsuspectingly used. 

Senator Ferguson: So you have conscious and uncon- 
scious agents? 

Miss Bentley: Of course, the way the whole principle 
works is like dropping a pebble into a pond and the ripples 
spread out, and that is the way we work. 

Senator F erguson: Some are conscious and some are un- 
conscious as to what they are doing? 

Miss Bentley: That is correct. . . . (IPR p. 420). 

Five months after the Nixon memorandum was circulated 
at top levels in the Government, White resigned his post as 
Assistant Secretary. He received the following letter: 


April 30, 1946. 
Dear Mr. WHITE: 

I accept with regret your resigation as Assistant Secre- 
tary of the Treasury. 

My regret is lessened, however, in the knowledge that 
you leave the Treasury only to assume new duties for the 
Government in the field of international economics as the 
United States Executive Director of the International Mone- 
tary Fund. In that position you will be able to carry forward 
the work you so ably began at Bretton Woods and you will 
have increased opportunity for the exercise of your wide 
knowledge and expertness in a field which is ‘of utmost 
importance to al peace and security. 

I am confident that in your new position you will add 
distinction to your already distinguished career with the 
Treasury. 

Very sincerely yours, 
Harry S. TRUMAN. 

Glasser, as already indicated, went to Moscow with Secre- 
tary of State Marshall in March 1946, which was 4 months 
after the circulation of the. Nixon memorandum. It will be 
recalled that in the same March, Glasser gave an E, for ex- 
cellent, rating to Kaplan, after Kaplan had come home from 
Germany. Glasser was also the financial expert of the Ameri- 
can delegation which helped form UNRRA. He was Treasury 
spokesman on this international body “throughout its whole 
life.” In this capacity, he was one of those “with a predomi- 
nant voice” in determining which countries should receive aid 
from UNRRA, and which should not. He testified that during 
this period, he was in constant consultation with Dean Ache- 
son, who spoke for the State Department on UNRRA matters 
(pp. 63-66). When Glasser left the Government on December 
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23, 1947, the following letter was written on his behalf by 
Dean Acheson: 


Mr. H. L. Lurig, 

Executive Director, Council of Jewish Federation and 
Welfare Funds, Inc., 165 West 46th Street, New York 19, 
N.Y 


Dear Mr. Lurie: 

I knew Harold Glasser during my 7 years in the State 
Department as Assistant Secre tary and Under Secretary. We 
worked together on the problem of foreign funds control and 
other economic warfare matters. And he was a member of 
the United States delegation, of which I was chairman, to 
the first and second UNRRA Council meetings. During 
these council meetings I was impressed with his technical 
competence and his ability to work under the strain of long 
hours and difficult negotiations, carrying a large part of the 
burden of the financial committee of the council. He was a 
good working companion, maintaining an extraordinary 
evenness of temper and good humor under what were some- 
times very trying circumstances. I am sure that he is able to 
approach problems in a well-organized and analytical man- 
ner, and that you will find him a first-rate economist. 

Sincerely yours, 
DEAN ACHESON 

Frank Coe followed White as Director of the Treasury De- 
partment’s Division of Monetary Research. A few days after 
Hitler invaded the U.S. S. R., the Treasury sent Coe to Lon- 
don “to advise and assist Ambassador Winant on financial and 
other related economic matters” (exhibit 301). 

Here is a portion of the testimony given by Coe when he 
appeared before us last year: 

Senator O’Conor: Mr. Coe, are you presently engaged 
in subversive activities? 

Mr. Cos: Mr. Ci airman, under the* protection afforded 
me by the fifth amendment, I respectfully decline to answer 
that question (U. N., p. 24) 

Perlo’s duties and responsibilities at the Treasury included 
the following: 

To serve as an adviser and be responsible for recom- 
mending actions required in the following fields: 

(a) Aspects of domestic economy in relation to interna- 
tional financial affairs such as the supply of money and its 
speed of circulation, bank deposits, and lending activity, 
the volume of private savings and their absorption through 
domestic investments, production, and employment trends 
in industries with important potential export markets. 

(b) The effects on domestic economy of current inter- 
national financial developments and the prospective effects 
of international financial proposals . . . (p. 402). 

The man who wielded this power in the Government of the 
United States is now an open propagandist for the Soviet 
world conspiracy. His book, American Imperialism, was 
brought out by International Publishers which is the official 
Communist Party publishing house in the United States. The 
book was given the highest praise that Communism bestows 
when the Daily People’s World, west coast “mouthpiece” of 
the party, hailed it with these words: “Perlo brings Lenin on 
imperialism up to date” (p. 406). 

Adler lived with Glasser when both were faculty members 
at the People’s Junior College in Chicago. Adler was repre- 
sentative of the Treasury Department in China after March 1 
1944. He returned to duty in Washington October 5, 1949. 

Adler was nominated by the Treasury in 1942 as the 
American representative on the American-British-Chinese 
Stabilization Fund. The function of this fund, presumably, 
was to save Nationalist China from the inflation that did so 
much to weaken it as it faced the Communist onslaught. 

In this connection, the subcommittee calls attention to a 
note found among the papers produced by Whittaker Cham- 
bers which was written in Harry Dexter White’s own hand: 

We have just agreed to purchase 50 million more ounces 





*sHearings regarding Communism in the U. S. Government be- 
fore the House Committee on Un-American Activities (81st Cong., 
2d sess., p. 1726). 
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of silver from China. China will have left (almost all in 
London) about 100 million ounces of silver. Her dollar 
balances are almost gone. 

When Mr. Nixon introduced this note on the floor of the 
House on January 26, 1950, he said: 

I discussed this excerpt with a man whose judgment I 
value in analyzing such documents, and he informed me 
that that information in the hands of individuals who de- 
sired to embarrass the Chinese Government would be al- 
most invaluable. 


The Net Over Capitol Hill 

On February 8, 1947, the late Senator Robert M. La Fol- 
lette, of Wisconsin, wrote an article for Collier's magazine 
entitled, “Turn the Light on Communism.” Collier's intro- 
duced the article with this statement: 

The former Senator from Wisconsin speaks as one of 
America’s most noted liberals in outlining his program for 
fighting a serious menace. 

On the basis of what he said in 1947, it had been the sub- 
committee’s intention to ask Senator La Follette to appear be- 
fore it. His regrettable death interfered with the subcommit- 
tee’s plan. However, it is pertinent to examine his 1947 article 
in the light of what has happened since then. Here are some 
significant paragraphs from Senator La Follette’s article: 

I know from firsthand experience that Communist sym- 
pathizers have infiltrated into committee staffs on Capitol 
Hill in Washington. Frequently they have been associated 
with desirable legislation and worthy objectives, but always 
ready to further their own cause at the expense of the legis- 
lation they were advocating. A few years ago, when I was 
chairman of the Senate Civil Liberties Committee, I was 
forced to take measures in an effort to stamp out influences 
within my own committee staff. 

During the late Congress, the staff of a subcommittee of 
the Senate Committee on Education and Labor was in- 
filtrated by fellow travelers. The staff of the Pepper sub- 
committee on Wartime Health and Education was diligent 
in its efforts to take matters into its own hands, and prob- 
ably did great harm to the cause of improved health in this 
country by its reckless activities. I was appointed a member 
of this subcommittee, but I resigned from it later—partially 
because of the pressure of other duties (the congressional 
reorganization bill was taking much of my time) and par- 
tially because I did not want to be associated with a 
program of a staff in whom I could not have complete 
confidence. 

Later, the staff released a report and recommendations 
on health legislation under highly irregular procedure that 
prompted severe criticism on the floor of the Senate. The 
report was a favorable recommendation on a highly contro- 
versial national health program. It was released with the 
implication that it had the approval of the sub and full 
committees. 

Similarly, the Kilgore subcommittee on War Mobili- 
zation (of the Military Affairs Committee) and the Mur- 
ray Special Committee on Small Business had staffs that 
many Senators believed had been infiltrated by fellow 
travelers. ... 

One of the important ways in which fellow travelers on 
committee staffs have carried on their activities is through 
the illicit use of committee information. In general, com- 
mittee staffs participate in executive sessions and have 
access to committee files, which frequently include private 
documents which the committee has obtained under sub- 
pena on recommendation of the staff. Unscrupulous em- 
ployees can give out this information to friends, as a 
private spying system against their enemies as an advance 
tip-off of committee thinking, or as a means of bringing 
pressure to bear where it might effect a desired course 
of action. 

On several occasions I have had the revealing experience 
of receiving prompt protests and advice from strange and 
remote sources the day after I had voiced anti-Communist 
sentiments or voted contrary to the prevailing Communist 
Party line in executive sessions that were wholly unreported 
in the press. Such reactions could not occur without an 
effective grapevine. 
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Even more insidious is the practice of coloring the j 
formation that is disseminated so that local organization, 
party-line newspapers, periodicals, and circular letters can 
incite and inspire any desired reaction by high-pressur 
propaganda techniques. This device is most effective =e 
conditions where the legislation or parliamentary Situation 
is highly complex... . ; 

With regard to minimum wage and FEPC legislation, ; 
is my personal conviction that the Communists and felloy 
travelers who lobbied on these bills preferred to get no bj 
at all. I learned after the completion of the Senate hearings 
on the minimum wage bill that hearing schedules had been 
rigged to the end that testimony from anti-Communig 
sources on the bill was not taken, or else received merely a 
a statement for the record rather than as testimony before 
the committee. Committee employees are well aware tha 
testimony and information can be made to appear eithe; 
important or unimportant depending on how it is release¢ 
or scheduled. 

The difficulties of proving disloyalty charges are great 
and the civil rights of employees must be protected from 
witch hunts. It is clear, however, that the Government has 
not made very serious efforts to investigate questionable 
employees. In 1945, when the civil service “suitability 
investigations were at a peak only about 1 person out of 
every 25 placements was checked. Only 74 persons out of 
several million placed were declared ineligible on ground: 
of disloyalty. 

Nine of the witnesses who appeared before the subcom. 
mittee and invoked their privilege against self-incrimination 
had been attached to committees in one or both Houses of 
Congress. They are John Abt, Henry Collins, Charles Flato. 
Charles Kramer, Harry Magdoff, Margaret Bennett Porter. 
Herbert S. Schimmel, Alfred Van Tassel, Frederick Palmer 
Weber, and Allan Rosenberg, who invoked his privilege 
against incrimination before the HUAC, and Alger Hiss alse 
served on Capitol Hill. 

Abt was chief counsel to Senator La Follette’s own sub- 
committee on Civil Liberties (p. 645). 

Alger Hiss was a legal assistant to the Senate Committee 
Investigating the Munitions Industry. 

Allan Rosenberg was the first man hired under Abt on this 
committee and followed him into the National Labor Rela- 
tions Board, where he ultimately became senior attorney it 
the Litigation Division. 

Flato was public relations officer of the La Follette com. 
mittee. He was also attached to the,House Committee or 
Interstate Migration (pp. 490, 491). 

Schimmel was also on the staff of this committee (report of 
the subcommittee January 2, 1953, on Activities of United 
States Citizens Employed by the United Nations, p. 5). 

Kramer was a field investigator for the La Follette commit: 
tee, “working on the reports” and “preparing for hearings.” 
He also had “final responsibility” for the reports of the Senate 
Subcommittee on Technical Mobilization and was attached t 
the staff of the Senate Subcommittee on Wartime Health and 
Education (pp. 339, 371, 366). 

Magdoff was assigned by the then Secretary of Commerce 
Henry A. Wallace, to serve as consultant with the Senate 
Special Committee To Study Problems of American Small 
Business (p. 316). 

Van Tassel was on the staff of the same committee (report 
of this subcommittee January 2, 1953, on Activities of United 
States Citizens Employed by the United Nations, p. 6). 

Collins was director of the Senate Small Business Committee 
and coordinator of field hearings for the House Committee 01 
Interstate Migration (pp. 33, 50). 

Weber was attached tc the staffs of the House Committee 
on Interstate Migration and the Senate Subcommittee 01 
Technical Mobilization (pp. 178-180). 

Mrs. Porter was a member of the staff of the Senate Com 
mittee on Interstate Commerce (p. 736). 

It is important to note that four of them, Abt, Hiss, Kramer. 
and Collins, were named by Whittaker Chambers and Ne 
thaniel Weyl as members of the Ware cell, which was the 
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general staff of the original Communist underground in Gov- 
emment. Miss Bentley also testified that Abt and Kramer were 
at of the Soviet espionage ring which she served in the 
1940's. 

It will be recalled that Senator La Follette named his own 
subcommittee, as well as three of the other bodies named above 
as among those congressional committees which had been in- 
éitrated. It will also be recalled that he charged this infiltra- 
tion had occurred through assignment of persons from execu- 
tive agencies of the Government. Other charges by Senator 
La Follette included the accusations that a committee staff 
released a report on legislation “under highly irregular pro- 
cedure,” that they “carried on their activities through the illicit 
use of committee information and gave out this information 


to friends as a private spying system against their enemies or 


asa means of bringing pressure to bear where it might affect 
adesired course of action.” Senator La Follette also cited the 
“practice of coloring the information” for party-line purposes 
and the rigging of hearing schedules to shut off anti-Com- 
munist testimony. . 

In other words, the work of these staff members was slanted 
in every way possible to force congressional opinion and re- 
ports in directions they would not otherwise have taken. 

Against this background, the subcommittee attaches great 
significance to testimony and documents regarding the func- 
tions fulfilled by the above individuals during the years of 
their congressional activities. 

Here are the official descriptions of Flato’s work with the 
La Follette committee: 


General field investigation in labor relations matters; 
the examination of documents, records, accounts, etc.; 
interviewing of witnesses; preparation of reports, memo- 
randa, and case precis; the writing of hearing briefs 
and of sections of the committee’s reports to the Senate 
(p. 512). 

Under general supervision with wide latitude for unre- 
viewed action or decision to serve as information and public 
relations adviser to the United States Subcommittee of 
Labor and Education, particularly on all phases of the pend- 
ing investigation in California. Individually, or with trained 
assistants, to prepare press releases, magazine, and news- 
paper articles on committee activities, and arrange for their 
distribution and use; to meet newspaper and magazine 
editors, editorial writers, civic and service organizations, 
et cetera, for the purpose of explaining the aims and objec- 
tives of the committee and to see that unbiased and accu- 
rate information is dispensed concerning its activities; to 
advise committee in public relations. In addition, to prepare 
the manual of procedure by which committee meetings, 
public hearings, and other activities will be governed, and 
to be in general charge of the two offices to be established 
in California (p. 490). 

Here is a description of Henry Collins’ duties as coordinator 
of field hearings for the House Committee on Interstate Mi- 
gration: 


In charge of field hearings including coordination of 
activities of the various field statfs, liaison contact with 
other Federal agencies, preparation and planning for hear- 
ings, selection of witnesses and organization of testimony 
(p. 33). 

Here are Collins’ “duties and responsibilities” when he 
served with the Senate Committee on Small Business: 

Under the general direction of the chairman of the Sen- 
ate Special Committee To Study Problems of American 
Small Business, to direct the research, investigation, hear- 
ings, report writing, legislative proposal, and administra- 
tive operations of the committee . . . to direct a research 
staff in the development of economic data relating to the 
problems involved; to direct a small group in the arrange- 
ments and conduct of hearings; to direct the preparation 
of reports of hearings and findings; to prepare recommenda- 
tions for appropriate legislation for the solution of prob- 
lems affecting small business; and to perform related tasks 
as assigned (p. 50). 
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Network in National Defense 

In its decision of April 20, 1953, the Subversive Activities 
Control Board found that the Communist Party, USA, had as 
its objective “the overthrow of the United States Government” 
and the effectuation of policies “for the purposes of defending 
and protecting the Soviet Union.” Toward this end, the pene- 
tration of key agencies engaged in national defense was para- 
mount. With the limited resources and data available to the 
subcommittee, we have been able to indicate only the pattern 
of such infiltration by those who have invoked their privilege 
against incrimination when asked about the subcommittee’s 
evidence of their Communist Party membership. 

The subcommittee was in no position to make any overall 
investigation of the agencies mentioned. The following data, 
therefore, was purely incidental and does not depict the full 
situation. 

The Office of Strategic Services, the United States intelli- 
gence agency operating abroad during World War II, and 
discussed previously, included within its ranks the following 
such individuals: Leo M. Drozdoff, Irving Fajans, Maurice 
Halperin (Chief of the Latin American Division), Jack Sar- 
geant Harris (in charge of military intelligence of South 
Africa), Julius J. Joseph, Paul V. Martineau, Carl Aldo 
Marzani (Deputy Chief of the Presentation Branch), Leonard 
E. Mins, Helen B. Tenney, Milton Wolff, and George S. 
Wuchinich.” 

The field of scientific research is vital to the Armed 
Forces, yet the subcommittee discovered these significant 
examples of penetration in this field among those who in- 
voked the fifth amendment, claiming the privilege against 
self-incrimination: 

Morris U. Cohen worked as a physicist*for the Technical 
Research Laboratories, which did contract work for the 
Armed Forces (Education hearings, pp. 997-998). 

Herman Landau, an associate professor at the University of 
Chicago, worked on ordnance research for the War Depart- 
ment while at the Aberdeen Proving Grounds between 1941 
and 1948 (Education, p. 1080). 

Sidney J. Socolar, also of the University of Chicago, had 
access to classified information in connection with his studies 
of heat radiation (Education, p. 1097). 

Ralph Spitzer, of the University of Kansas City, was con- 
nected with the scientific research development program of 
the Defense Department with particular reference to the 
nature of the shock wave and of various phenomena connected 
with underwater explosives (Education, p. 1124). 

Joseph Steigman, of the Brooklyn Polytechnic Institute, 
worked on a Navy research project investigating the analytical 
chemistry of niobium and tantalum (Education, p. 1004). 


The atomic scientists 

Prof. Philip Morrison, who admitted Communist Party 
membership about 1939 and who is currently a leader of the 
Communist-controlled American Peace Crusade, joined the 
Manhattan atomic project in 1942. He was a physicist and 
group leader in the Meteorological Laboratory in 1944. He 
participated in the positive intelligence program of the United 
States Army. Until the test of the atomic bomb, he was with 
the University of California Laboratory in New Mexico. He 
was one of a small group of experts who assembled, tested, 
and mounted bombs used for combat in the Pacific. Due to 
his position at Los Alamos, he was a member of a mission to 
Japan to inspect cities damaged by the atomic bomb. Profes- 
sor Morrison acknowledged he had access to virtually all 
secrets of the atomic project. 

David Hawkins, currently at Harvard University, admitted 
Communist Party membership from 1938 to March of 1943. 
In May 1943 he was assigned to the Los Alamos atomic 





“David Zablodowsky of this agency was implicated in the un- 
derground by Whittaker Chambers’ testimony. Zablodowsky ac- 
knowledged that he had helped the underground but denied 
Communist Party membership. 
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project as an administrative aide. Later he was appointed his- 
torian of the project, with access to all the information neces- 
sary to write its history. 

Other military activists 

Some of those who invoked their privilege against self-in- 
crimination in the face of the subcommittee’s evidence were 
engaged in certain key, special services for the Armed Forces, 
as the following instances will show: 

Carl Aldo Marzani made policy decisions on projects and 
was a liaison officer with the Deputy Chief of Staff of the 
Army and the Office of the Under Secretary of War. He was 
Chief of the Editorial Section of OSS, supervising the making 
of movies and charts on technical reports, using highly classi- 
fied information, for higher echelons of the Army, Navy, Joint 
Chiefs of Staff, and OSS. He was one of those responsible 
for picking bombing targets for the Doolittle air raid on 
Tokyo tor the Air Force through the Joint Chiefs of Staft 
(pp. 802-803). 

Irving Kaplan was the economic adviser of the Foreign 
Funds Control Section of the United States Group Control 
Council, American Military Government in Germany in 1945 
(IPR, p. 4745). 

George R. Faxon was an officer in the Information and 
Education Branch of the Army stationed at Fort Bliss in Texas, 
the Pentagon, and in Paris. He also taught at the Veterans 
School in Boston (Education, p. 682). 

Henry H. Collins, Jr., was the executive secretary of the 
Senate Subcommittee of the Military Affairs Committee on 
Technological Mobilization. Through his Government con- 
tacts, he secured an Army commission and served as a military 
government officer in various countries. He emerged from the 
Army as a major (pp. 7-8). 

Certain civilian agencies, too, played an important part in 
the war effort."" Here the same group found lodging. Harry 
Magdoff was senior economic statistician with the Advisory 
Commission to the Council of National Defense beginning in 
October 1940, while Stalin was allied with Adolf Hitler. In 
1942 he became head of the Production Progress Analysis Sec- 
tion of the War Production Board for the executive office of 
the Chairman. In May 1943 he became the head economist 
and chiet of the Program and Control Records Branch of the 
War Production Board, Tools Division. 

Julius J. Joseph was senior administrative officer in the Office 
of Emergency Management and the Bureau of Program Re- 
quirements of the War Manpower Commission. Later he was 
assigned to the Office of Strategic Services. 

Philip O. Keeney was, in 1941, library officer of the Co- 
ordinator of Information, which later became the OSS. He 
later became libraries officer of the Supreme Command of the 
Allied Powers in Japan. 

The memorandum of Adolph A. Berle, Jr., Assistant Secre- 
tary of State, drawn up in 1939, during his interview with 
Whittaker Chambers contained the following notations of 
military interest as to individuals identified as a part of the 
Communist ring: 

Rosenbliett—in U. S. 

connected with Dr. Isador Miller—Chemist’s Club—41 St. 

Chemist, Explosive Arsenal, Picatinny, N. J... . 

Vincent Reno—Now at Aberdeen Proving Grounds—Com- 

puter—Math. 

Asst. to Col. Zornig (aerial bombsight detectors). . . 

Alexander Trachtenberg—Politburo— 

member of the Execu. Committee 

Head of GPU in U. S. 

Works with Peters— 

Plans for two Super-battleships— 
secured in 1937—who gave— 

Karp brother-in-law of Molotov—... 

“George Shaw Wheeler was former chief of the denazification 
branch of the manpower division of the American military govern- 
ment in Germany. In 1947 he sought asylum in Communist Czecho- 
slovakia. 
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Now: Naval Architect working on it, why? 





Field was original contact . .. (pp. 329-330) 


Abraham George Silverman was economic adviser and 
Chief of Analysis and Plans for the Assistant Chief of Air 
Staff, Materiel and Services, Air Forces. William Ludwi 
Ullmann, who was in the same Communist group with Silver. 
man was also employed in the Materiel and Service Divisio, 
Air Corps Headquarters, in the Pentagon. ; 


On October 13, 1952, the subcommittee heard John L, 
ner, former member of the powerful Disciplinary Reyje, 


aut: 


Commission of the Communist Party, add an interesting sid, 
light on his career in the Armed Forces while stil] a Con 


munist: 


Mr. Lautner: I was a graduate of Military Intelligenc 
and I was assigned to Psychological Warfare in prop 
ganda work. ; 

Senator Ferguson: And you were a Communist? 

Mr. Lautner: I was a member of the Communist Part 


at the time of my induction. 
Senator Ferguson: Now, who was your superior office 


in the Military Intelligence, Psychological Warfare? 
Mr. Lautner: In Psychological Warfare, my superior of 
cer was Peter Rhodes, who was in charge of the Med) 


terranean 
that time. 


theater 


of 


operations 


monitoring 


Senator Ferguson: Was he a Communist? 
Mr. Lautner: . 
tion hearing, p. 245.) 


Miscellaneous posts of military importance occupied by 
those who refused to deny evidence of their Communist Part 
membership, in addition to those in the Office of Strategi 
Services, include the following as revealed in subcommitte: 
hearings: Virginius Frank Coe, of the National Advisory De. 
fense Council, 1940, Joint War Production Committee a 
executive secretary for the United States and Canada; Sidney 
Glassman, Signal Corps inspector, 1942; Jacob Grauman, Wa 


Production 


1946—47; Stanley Graze, War Production Board, Army Off 
cers Candidate School, second lieutenant; Jerome A. Ober 
wager, Army Ordnance Division, 1943—46; Irving P. Schiller 
civilian employee of the Navy Department; Alexander 
Svenchansky, Army, noncommissioned officer, orientatio: 
work; Alfred J. Van Tassell, War Production Board, 1942 
Eugene Wallach, Judge Advocate’s office, United State 
Army, 1941. 

The subcommittee had little difficulty in understanding wh 
there was Communist penetration of our Armed Forces dur 
ing the war. A directive from the War Department, dated 
December 30, 1944, refers to the subject “Disposition of Sub 
versive and Disaffected Military Personnel,” and is addresse 
to the commanding generals of all commands. This directive 


read: 


Questions have arisen as to the significance, under refer 
ence letter, of membership in, and sympathy with th 


Board, 


. . Later on I found out he was. (Educa. 


1942—46, 


Office 


views of, the Communist Party. 


The basic consideration is not the propriety of the ind: 
vidual’s opinions, but his lovalty to the United State 
Membership in, or strict adherence to the doctrines of, the 
Communist Party organization is evidence that the ind: 
vidual is subject to influences that may tend to divide hi 
loyalty. However, many good soldiers are subject to cor 
flicting influences. Such influences must be appraised ii 
the light of the individual’s entire record. No action wi 
be taken under the reference letter that is. predicated 0 
membership in or adherence to the doctrines of the Con 
munist Party unless there is a specific finding that th 
individual involved has a loyalty to the Communist Part 
as an organization which overrides his loyalty to th 
United States. No such finding should be based on th 
mere fact that the individual's views on various questiot 
have been the same as the views which the Communis 
Party may have advanced. Except in clear cases, 0 
action should be taken against persons who are Dbeili 
trained for combat assignments and have demonstrate! 
a high degree of ability to serve the United States ® 


of War 


system at 


Mobilization 


U. S. NEWS & WORLD REPOf! 





























tha 
dut 
Te: 
Milite 
7, | 
Com 
of Wi 
Depa 
1 


ha 
en 
Sti 
sh 
vo 
ve 
me 
th 


—— tk Ce et o> 


dwig 
Iver. 
sion 


“aut: 
vie\ 
Side 
Jom 


enc 
Op. 


art 


that manner. including a willingness to accept combat 

duty. : : : ; 

Testimony taken by a special committee of the Comittee on 
\ilitary Affairs of the House of Representatives on February 
91 1945, throws considerable light on Army tolerance of 
Communists at that time. John J. McCloy, Assistant Secretary 
of War, who testified for the Secretary of War and for the War 
Department. stated in testimony: 

Mr. McCloy: . . . Once more the War Department ex- 
haustively reviewed this subject, in the light of its experi- 
ence, of the decisions of the Supreme Court of the United 
States, and of the applicable statutes. Experience had 
shown that many persons in the Army, suspected of ad- 
yocating subversive doctrines or being members of a sub- 
yersive organization, but as to whom such advocacy or 
membership had not been pave. were loyally supporting 
the war effort. It was desirable to utilize the services of such 
persons in every appropriate way (p. 3605)." ... 

Mr. Thomason: Was it your statement that there is no 
officer in the United States Army, so far as you know, who 
is a Communist? 

Mr. McCloy: My statement is that we knowingly ap- 
nointed no one as an officer of the United States Army who 
held the view that the Government of the United States 
could or should be overthrown by violence. I should like to 
point out that the Hatch Act does not provide that any 
member of the Communist Party shall be excluded from 
the Army, or mention the Communist Party or communism. 
The Hatch Act provides that one who holds membership in 
a party which advocates the doctrine of overthrow of the 
Government by violence shall be excluded (pp. 3607, 
S05). ... 

Mr. Thomason: Of course, you do not know whether you 
have any men in the United States Army, either officers or 
enlisted men, who favor the overthrow of our present form 
of government? 

Mr. McCloy: I know of no case which has come to me 
where that is a fact (p. 3608)." ... 

Mr. Thomason: Then, if I understand you, if a man said 
he was a Communist, or there was some evidence that he 
was affiliated with the so-called Communist Party, you 
would not necessarily hold that that man belongs to a 
political party that favors overthrow of our present form of 
government? 

Mr. McCloy: We cannot take that position in the light of 
the great confusion that exists in the judicial tribunals of the 
country as to whether that is a tenet of the Communist 
Party or not. 

Mr. Thomason: Regardless of whether you call him a 
Communist or whatever particular name he may have, in- 
sofar as his political affiliations and beliefs are concerned, 
you now propose under this last directive that every man’s 
case shall be decided upon its individual merits and if it is 
found that he does belong to any party or even personally 
favors the overthrow of the Government, you will court 
martial him? 

Mr. McCloy: That is right (pp. 3609, 3610)." ... 

Mr. Arends: Mr. McCloy, would there be the possibility 
that an individual soldier, an exceptional soldier—and a lot 
of the Communists are smart—could rise to the rank of 
colonel and still be a Communist? 

Mr. McCloy: If his loyalty to the United States was the 
predominant factor in the judgment of his commanding 
officer and of those who reviewed his case (p. 3612)."... 

Mr. Elston: Mr. McCloy, you said the law was not en- 
tirely clear so far as the Army is concerned; that you did not 
know whether the Hatch Act applied to the Army. Con- 
gress, in the Hatch Act, provided very clearly that member- 
ship in the Communist Party would be a bar to accepting 
employment in any department of the Government, did it 
not! 

Mr. McCloy: Well, did it provide that very clearly? It 
did not mention the Communist Party. 

Mr. Els on: It says membership in any political party or 
organization which advocates the overthrow of our con- 
stitutional form of government in the United States. 


“Page references in McCloy testimony quoted here are to House 
Military Affairs Committee hearings, described in introductory 
paragraph. 
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Mr. McCloy: That is right. 

Mr. Elston: Now, Attorney General Biddle had defined 
the Communist Party as an organization that believes in, 
advocates, and teaches the overthrow by force and violence 
of the Government of the United States. 

Mr. McCloy: That is right. 

Mr. Elston: So, the two fit up together. 

Mr. McCloy: There was some doubt cast on that admin- 
istrative finding by the dictum in the Supreme Court. 

Mr. Elston: That was mere obiter dictum, and that is not 
the law. 

Mr. McCloy: That is right (pp. 3616, 3617). 


Net Over Labor 

During the late 1930’s and early 1940's, one of the most 
important Government agencies was the National Labor Re- 
lations Board, which exercised considerable influence on the 
economic life of the country. Much of the history of that 
Board was stormy, and its achievements and its excesses have 
been weighed by other committees. 

This subcommittee, in tracing the career of Nathan Witt 
of the Ware group, and Edwin S. Smith, who has been 
identified by Louis Budenz as a Communist, encountered a 
situation which very strongly indicated that the Communist 
penetration of the National Labor Relations Board ap- 
proached control. 

David Saposs, former chief economist of the National Labor 
Relations Board, testified as follows: 


Mr. Morris: Are you able to testify as to whether or not 
Edwin S. Smith and Nathan Witt were able to exercise a 
strong influence on the policies of the Board? 

Mr. Saposs: Well, Nathan Witt, first, as 1 mentioned, was 
the attorney of the Review Board, which, was the unit which 
reviewed all cases and, of course, in reviewing cases, it was 
possible to interpret and analyze data. 

Later on when he became Secretary, he was, of course, 
the executive officer of the Board, which gave him full re- 
sponsibility for the staff in the National Labor Relations 
Board, except the attorneys, and it gave him responsibility 
tor the staff in the regions, the hiring of the regional direc- 
tors, the hiring of the field examiners; again, everyone in 
the regional offices, except the attorneys. 

In addition thereto, of course, all the routine work of the 
Board, such as, for instance, the assigning of the order in 
which cases were to be heard, the citing of how the ma- 
terial pertaining to particular cases was to be presented to 
the Board in executive session—all of that gravitated and 
was carried through the Secretary of the Board, and there- 
fore, Nathan Witt, as Secretary of the Board, was undoubt- 
edly the most influential person in the conduct of the affairs 
of the Board. 

Mr. Morris: Did Mr. Smith have an influential position 
on the Board? 

Mr. Saposs: Well, Edward Smith was a member of the 
Board, of course, and was always a very close, or sort of 
buddy or crony of Nathan Witt, and, so far as I was able to 
observe, as the Chief Economist of the Board, they were the 
two people that evidently exercised the greatest influence. 
. . . He recommended to the Board what particular action 
should be taken, and so on, and in that way, of course, he 
had a tremendous influence; and also by appointing. You 
see, the civil service did not apply to the employees of the 
NLRB, and by appointing field examiners who were the 
ones. of course, in a position to exercise the greatest in- 
fluence of anybody connected with the Board including the 
Board members . . . (pp. 674-675). 

Elinore Herrick, former regional director of the National 
Labor Relations Board for New York, Connecticut, and New 
Jersey, and now personnel and labor relations director of the 
New York Herald Tribune testified that: 

Mrs. Herrick: . . . I for a long time was very critical of 
what I felt were policies by the Board, and I felt Witt 
played a large role in formulation of policies .. . 

I quite agreed with the Board’s theory up to a point, 
namely, that you couldn't give an employer the right to 
come in and file a petition when there was only one union 
because he could file a petition at a very strategic time, to 
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defeat the union before it had really organized, and I 
thoroughly agreed to that approach; but when two unions 
made claims, threatened he or even struck, I really felt 
that something had to be done. 

I first came directly at loggerheads with Smith and Witt 
over that, and I remember speaking at a staff meeting and 
urging that we change our rule of the two union approach 
to it ; 

So, as I recall—and this is also many years ago—my next 
big argument with the Smith-Witt group on the Board came 
over the subpena, the right of an employer to ask the Gov- 
ernment to subpena witnesses they wanted, my feeling 
being that, while the Wagner Act was designed to protect 
the rights of labor, it had to be administered in a way which 
also recognized implicit rights of employers, too, to be a 
fair and balanced administration 

Then the third thing that stands out in my memory as a 
source of often violent conflict between me and the others, 
was the dismissal of charges. which was then within the 
power of the regional director . . . 

Smith and Witt believed that we should let the unions 
withdraw them without prejudice, which, of course, as vou 
being a lawyer know, means that they could have refiled 
them at some subsequent date. . . 

Mr. Morris: May I ask this, Mrs. Herrick: Did you notice 
whether Witt would act under the instruction of the Board. 
or did he pretty much pursue an independent course? 

Mrs. Herrick: At this point in time, I would say that he 
would act independently a great share of the time, and 
when he and I would tangle, he inevitably felt the need of 
some Board backing, which he always got (pp. 659, 660. 
661). 

Mrs. Herrick: . . . The field office reviewed all reports 
from the regional offices, and the secretary through the 
field office section, exercised his supervision over the re- 
gional offices, and I had a considerably stormy experience 
quite often in the process of being reviewed by the field 
division. 

Mr. Morris: Who was in charge of the review board gen- 
erally, Mrs. Herrick? 

Mrs. Herrick: Well, | don’t remember precisely, because 
actually it was so tied up with Witt... (p. 662). 

Mrs. Herrick: . . . So | composed a rather peppery tele- 
gram which I sent off to the Board. 

Mr. Morris: Now, Mr. Mandel do we have a copy of a 
telegram that Mrs. Herrick sent on February 21, 1939? 

Mr. Mandel: Yes. 

Mr. Morris: Will you read it, please? 

Mr. Mandel (reading): This investigation has been con- 
ducted virtually behind locked doors, in secrecy, and in 
such a thoroughly objectionable manner that far from being 
conducive to improved administration the investigation has 
caused the deplorable slump in the morale of the Board's 
largest and most important field office. It is the procedure 
one might expect from the OGPU but not from fellow 
administrators of an agency of the American Government. 

Mr. Morris: Was that the telegram you sent, Mrs. Her- 
rick? 

Mrs. Herrick: That is right (p. 663). 


Saposs was asked about the general atmosphere at the 


Board: 


Mr. Morris: Now, Mr. Saposs, were you able to observe 
while you had this particular duty with the Board any 
Communist agitation? 

Mr. Saposs: Yes; there was, of course, constant agitation 
on the part of Communist-front organizations. 

Mr. Morris: Can you remember any of the Communist 
fronts to which you refer? 

Mr. Saposs: As I recall, it was the League for Peace and 
Democracy, and then there was the Women’s—I forget the 
name of it—a women’s organization. 

Mr. Morris: Was it the League of Women Shoppers? 

Mr. Saposs: League of Women Shoppers, the Washing- 
ton Book Shop. Petitions were always being circulated and 
donations were solicited in the Board during the office 
hours. 

Mr. Morris: So the solicitations of these various arganiza- 
tions which have been listed by the Attorney General to be 
Communist organizations went on during office hours? 
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Mr. Saposs: Yes (p. 675). 


The Internal Security Subcommittee hearings of 1951 and 
1952 had developed extensive evidence that the Americar 
Communications Association was a Communist-controlleg 
union. While reviewing this evidence and taking additional 
testimony, the chairman of this subcommittee learned on 2 
26, 1953, that this union was organizing the personnel < 
are now manning the communication lines of our most Sensi 
tive defense agencies, with access to the cables and Wires Oo 
our Government. 

The subcommittee made every effort to prevent the recerti- 
fication of this Communist union as the bargaining agent of 
these emplovees. 

A letter to the chairman of the Senate Labor Committe 
which the chairman of this subcommittee also sent to the 
President of the United States, the Secretary of Defense, the 
Chairman of the Senate Judiciary Committee, and the chair. 
men of the House Labor and Judiciary Committees, reflects 
our efforts: 


Drar SENATOR: 

On Tuesday, May 26, during the course of a hearing on 
internal security, a situation developed which related to the 
internal security of the country. I summarized it as follows: 

In 1951, the Internal Security Subcommittee of the Sen. 
ate Committee on the Judiciary held extensive hearings on 
the American Communications Association. In those hear. 
ings, the Communist control over the labor organization 
was amply established. This American Communications 
Association is now the certified bargaining agent for some 
approximately 5,000 emplovees of the Western Union Tele- 
graph Co. in the metropolitan area of New York City, some 
200 employees of the Western Union Cable Co. of New 
York City, for RCA communications on the east and west 
coasts and for emplovees in certain broadcasting stations 


mostly in New York and in Philadelphia. Recently, a Na-§ 


tional Labor Relations Board secret-ballot election, among 
Western Union employees in New York City, was held on 
May 19, 1953, when the employees voted, 2,421 to 1,619, 
in favor of the American Communications Association as 
against the American Federation of Labor. 

Another National Labor Relations Board election is now 
being held among approximately 1,800 employees of the 
American Cable & Radio Co., and the American Commuii- 
cations Association is on the ballot. The results of this elec- 
tion are to be announced on the 28th of May. 

This Internal Security Subcommittee has taken cogniz- 
ance of this situation at this time in view of the following 
facts found after preliminary survey by the staff of this 
subcommittee: 

The main office of the Western Union Telegraph Co. is 
located in the Western Union Building at 60 Hudson Street, 
New York, N. Y. Telegraph circuits to all major cities in the 
United States terminate or relay through this building 


Telegraph messages of all kinds are handled by the em§ 


plovees, the majority of whom are members and under the 
control of the American Communications Association 
Many of these messages are Government messages. For 
example, the following Government agencies are served by 
telegraph circuits, “tie lines.” connecting the main Wester 
Union office and the agency offices. The following is « 
partial list of these circuits: United States Defense Depatt- 
ment Signal Center of the First Army Headquarters, For 
Wadsworth; United States Naval Air Station, Floyd Ben- 
nett Field, Brooklyn: New York Port of Embarkation it 
Brooklyn; United States Naval Shipyards, Brooklyn; Se 
Transport Station, Atlantic Division, Army Piers 1, 2,5 
and 4; United States Navy Naval Communications Serviet 
90 Church Street, New York. N. Y.; Governors Island an 
Fort Jay, 2d Service Command. The importance of the 
Western Union Telegraph Co. and the Western Uniot 
Cable Co. in our country’s defense program can be judged 
by the following, which appeared in the company’s annua 
report for 1952: “More deep-sea amplifiers were placed I! 
service, further increasing international-cable capacity 
Increased service requirements of the Armed Forces, othe 
governmental departments, and defense industries wet 
fully met. Of special importance was the expansion of theer 
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tensive leased communication systems furnished by West- 
ern Union for governmental and other large customers. The 
company was awarded Government contracts by the Air 
Force, the Navy, and the Signal Corps for the development 
of special electronic equipment and for other projects, in- 
yolving a total of $6 million.” 

The Senate Internal Security Subcommittee takes cog- 
nizance of this situation as possessing a threat to the in- 
ternal security of this country. 

Yesterday, the Senate Internal Security Subcommittee 
met with Ivar Peterson, Acting Chairman of the National 
Labor Relations Board, and members Abe Murdock and 
John Houston, and entered into executive discussion. A copy 
of the transcript of that discussion is attached herewith. 

At the termination of this session, as chairman of the In- 
ternal Security Subcommittee, I made the following recom- 
mendations: 

1. That the whole matter be brought to the attention of 
the President of the United States; 

9. That the NLRB not certify the American Communi- 
cations Association as the bargaining representatives of the 
employees of Western Union and the American Cable & 
Radio Co. 

3, That in view of the NLRB’s objection that they could 
not withhold certification with possibly being held in con- 
tempt of the district court, the NLRB obtain a stay from 
Judge Letts which would enable it to withhold certification 
of the ACA as a bargaining agent. 

4. That appropriate legislation, now pending before the 
Congress which would remedy the present situation, be 
expedited. 

Accordingly, as chairman of the Internal Security Sub- 
committee, I ask that vou give consideration to the enact- 
ment of whatever legislation there is before your committee 
that would remedy the present danger to the country. 

Sincerely, 
WILuiaM E. JENNER, 
Chairman Internal Security Subcommittee. 


Despite this, the NLRB did certify the ACA as the bargain- 
ing unit of Western Union employees on June 3, 1953.” 

The so-called Chicago “massacre,” the San Francisco 
dock and general strike, and the movement into California of 
migrants from the Dust Bowl, were central themes in the 
troubled labor history of the 1930’s. Through their key posts 
in the Maritime Labor Board, the LaFollette Subcommittee, 
the NLRB, the House Committee on Interstate Migration and 
the Labor Division of the Farm Security Administration, Sil- 
vermaster, Kramer, Abt, Witt, Rosenberg, Smith, Weber, 
Collins, and Flato were intimately involved in one or the other 
of these disturbances. 

The subcommittee did not attempt to decide who was right 
or who was wrong in any of these employer-labor clashes. It 
does however, call attention to the fact that secret Communist 
agents were speaking and acting on behalf of the United 
States Government in these struggles. The same agents were 
preparing reports and documents on which national labor 
policy was being made, and out of which a vast quantity of 
labor history has since been written. 


The Net Over Agriculture 

The man who founded the first Communist cell in the 
United States Government was the late Harold M. Ware. 
Ware’s mother, the late Ella Reeve Bloor, was openly ad- 
vertised by Communist officials as “the First Lady of the Com- 
munist Party, United States of America.” In her autobiography, 
“We Are Many,” she tells how her son, Hal, served in the 
U.S.S.R. as a leader in the Soviet collective farm program 
under both Lenin and Stalin (We Are Many, pp. 266-279). 

When Ware came to Washington in the early 1930's, he 
called himself an “agricultural engineer,” attached to Farm 
Research, Inc., 1343 H Street NW. 

Charles J. Coe joined the Farm Research organization in 


“See letters of Ivar Peterson, Acting Chairman of NLRB and of 
J. L. Wilcox, vice president of Western Union to the chairman of 
the subcommittee (pp. 670-673). 


AUGUST 28, 1953 





1936. He became editor of the Farm Research publication, 
Facts for Farmers, in 1937 (pp. 722, 723). 

Coe, the brother of Virginius Frank Coe, was listed in the 
1939 Berle memorandum. He refused to answer all questions 
regarding his Communist connections—including even his 
present editorship of “Facts for Farmers’—when he took the 
stand in this series of hearings. 

Six members of Hal Ware’s parent Communist cell identi- 
fied as such in sworn testimony worked for the original Agri- 
cultural Adjustment Administration of the Department of 
Agriculture. 

They were Alger Hiss, Lee Pressman, John Abt, Nathan 
Witt, Nathaniel Weyl, and Charles Kramer. 

Margaret Bennett Porter also worked for the original AAA. 
She invoked the fifth amendment when asked by us if she were 
a secret Communist during the period of employment there. 

George N. Peek, who was appointed by President Roosevelt 
as AAA’s first administrator, wrote a book, Why Quit Our 
Own, to tell what happened within the agency in the period 
when the members of the Ware cell were actively at work 
there. Pertinent passages from that book are included here. 


A plague of young lawyers settled on Washington . . . 
in the legal division were formed the plans which eventual- 
ly turned the AAA from a device to aid the farmer to a de- 
vice to introduce the collective system of agriculture into 
this country (Why Quit, etc., p. 20). 

. . . The inner ring was evidently out to “get” Mr. 
Brand; they also wanted to be rid of me. They wanted to 
purge the AAA. of all businessmen or any others who did not 
welcome the coming of the new day of revolution (ibid., 
pp: 143, 144). . ... 

These prattlers were for the most part emplovees of the 
Government and had taken the oath of, allegiance. But they 
took the position that their high purposes gave them a super- 
morality that could not be confused with the morality the 
Nation had been using. They were quite above such old- 
fogy, Tory, reactionary stuff as oaths of office or other re- 

ligious antiquities. They owed allegiance, not to the 

United States—patriotism was for the nonthinking. They 

had a higher allegiance—an allegiance to the “Cause.” The 

end justified the means (idem, pp. 115, 116). 

. . . Most of that crowd, in their effects, were Commu- 
nists. Indeed one day one of the co-op leaders told me that 
he could get tips from the Communists’ headquarters in 
New York City as to what was going on before I knew what 
was in the wind (idem, p. 156). 

Peek tells his own story of what happened to him for stand- 
ing out against the “inner ring.” 

I resigned as Administrator of the AAA, setting out in 
my letter to the President that it was at his request. (idem, 
De Sop) 6.0 

The “economists” and professors knew what they wanted 
and were determined to get it. | thought I had them 
checked, but events proved that I was mistaken (idem, 
p. 91.) 

Peek’s successor, Chester A. Davis, made a heroic effort 
to drive most of these people from Government, in the famous 
Triple-A Purge of 1935 (Washington Post, February 6, 1935). 
But they found lodgment elsewhere, as the record of our hear- 
ings abundantly demonstrates. 


The Hidden Communists 

The subcommittee sought, while sketching the design of 
Communist penetration into Government and while interrogat- 
ing persons the subcommittee knew to have been members 
of the various rings in the network, to learn the identity of 
the Communists who are presumably still in Government, as 
indicated by Miss Bentley’s testimony. Virtually all of the wit- 
nesses, however, invoked their privilege against incrimination 
when asked about the details of the conspiracy. 

The subcommittee made every inducement to assure each 
witness that it was searching for evidence and was not seeking 
to harass him in any way. However, virtually all elected to 
exercise their privilege under the Constitution and thwarted 
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this purpose of the subcommittee. For this reason, the subcom- 
mittee has strongly supported S. 16, recently passed by the 
Senate. The subcommittee believes that an early enactment of 
this bill will cause many secrets to be unlocked in the interest 
of our security. Senator Jenner on April 25, 1953, made the 
following statement in connection with his support of this bill: 


The Internal Security Subcommittee has been experienc- 
ing a long series of abuses on the part of witnesses invoking 
the fifth amendment to the Constitution. This amendment 
provides that no witness shall be required to give testimony 
against himself. However, it is our observation that in addi- 
tion to performing its historic function—the protection of 
the individual under the Bill of Rights—the fifth amend- 
ment is being perverted into a shield to conceal the facts 
of the Communist conspiracy. 

The subcommittee has labored, under its senatorial man- 
date, to produce for the record evidence outlining the pat- 
tern and design of the Soviet conspiracy against our 
Government and against our academic institutions. It has 
tried unremittingly to elicit its evidence from original 
sources. But this conspiracy yields up its secrets grudgingly 
and in meager portions. 

For the most part, these secrets come from the former 
participants in the conspiracy in whom the indestructible 
desire for truth has prevailed and led them to return from 
the ranks of the Communists into the legions of free men. 
This subcommittee has done everything to make clear that 
it will aid those who wish to extricate themselves from the 
shackles of their past. And we are happy to observe that 
academic institutions are recognizing that there is a place 
for those who, after a transgression, have rejoined the fel- 
lowship of freedom. Too often, noisy and fearsome abuse 
flowing in some public channels has been the reward for 
those who recaptured their integrity—a phenomenon indeed 
hard to comprehend and one that has retarded our acquisi- 
tion of truth. 

When our subcommittee has elicited its evidence from 
these sources, it summons as witnesses those who seem to 
be involved in the present conspiracy. These witnesses al- 
most invariably prove belligerent and unyielding. Most of 
them, when asked about the evidence, invoke the privilege 
which they claim accrues to them by virtue of the fifth 
amendment to the Constitution. Many try to sense the scope 
and the nature of the subcommittee’s evidence and gage 
their tactics accordingly. These witnesses deny what they 
think the subcommittee cannot prove, but where they think 
denials under oath will involve them in perjury, they resort 
to the Bill of Rights. 

A witness is not justified in claiming privilege under the 
fifth amendment when he feels that his testimony will in- 
volve other people. The justification for invoking the 
amendment is that the witness asserts under oath and in 
good faith that if he testifies in response to a certain ques- 
tion, he will put into the record evidence which will prove 
to be at least a link in a chain of evidence that will ulti- 
mately lead to his conviction for a crime that he has com- 
mitted. It is a privilege that belongs to him and is for his 
protection and not the protection of others. 

As chairman of this subcommittee, and recognizing that 
the abuse of the fifth amendment to the Constitution is, in 
fact, preventing the exposure of the Communist conspiracy, 
I feel that the enactment of S. 16, a bill introduced by 
Senator McCarran, granting immunity to witnesses appear- 
ing before congressional committees, will aid the Internal 
Security Subcommittee in bringing to light a great many 
new facts of the Communist conspiracy. 

This proposed new law is carefully worded and provides 
that if a witness is given immunity by a committee, he can 
never be prosecuted at any time for the offense. The bill, 
however, is not in any sense a denial of the Bill of Rights, 
but rather an affirmation since it insures that a person, once 
he is granted immunity, can never be prosecuted. 

Even though this bill should be passed, however, the 
subcommittee will continue to take cognizance of the re- 
luctance to give testimony which seems to be experienced 
by those witnesses who are in the intermediate stage of dis- 
associating themselves from the Communist intrigue. 

This subcommittee is mindful that in this intermediate 
stage, a person will experience reluctance to give the names 
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of those who have been involved with him. It is 
standable phenomenon in the process of transformati 
This subcommittee has taken testimony in executive pre 
from many people who it believes reside in this intermed, 
ate zone and it is exercising its proper discretion in allow. 
ing them to return home and to reflect upon the significance 
of their testimony. ' . 
It has never been the position of the Internal Securit 
Subcommittee to hold up to punishment or to pillory pas 
misdeeds. At the same time, however, it is charged with 
the duty of exposing the Communist conspiracy. Its fune. 
tion is to prepare future legislation and to expose presey: 
subversion. The proposed bill will greatly aid in carryin, 
out these purposes. = 


The John P. Davies Case 


In its report on July 2, 1952, the Committee on the Judi. 
ciary concluded that John P. Davies, Jr., testified falsely wit} 
respect to his recommendation that Central Intelligenc: 
Agency employ and utilize certain persons with Communis 
associations. 


an under. 


Prior to that time the subcommittee had come into POsses. 


sion of a copy of a memorandum prepared by Lyle Munson 
a former employee of the CIA, as follows: 
April 11, 195 

I, Lyle H. Munson, make the following voluntary state. 
ment to Albert C. Hayden, Jr., and William S. Hyde, wh 
have identified themselves to me as special agents of the 
Federal Bureau of Investigation. 

On Wednesday, November 16, 1949, I participated in ; 
conference with John P. Davies, Jr., of the Department of 
State. My memorandum for record, written subsequent t¢ 
that meeting, reports the following as the substance of Mr 
Davies’ comments: 

1. That as regards Chinese personnel, the persons most 
helpful to OPC would be Chinese with American wives o 


husbands, who consequently had close ties with this 


country. 

2. That he (Davies) had discussed with other OPC staf 
members the matter of employing certain persons throug! 
appropriate cutouts, to consult and guide OPC in certai 
activities affecting the Far East. 

3. That the persons he had indicated to them should be 
used were Benjamin K. Schwartz, Edgar Snow, Agnes 
Smedley, Anna Louise Strong, Professor (John) Fairbank 
and wife. 

Mr. Davies expressed the feeling that the above-men 
tioned persons should be used by OPC, and that the con- 
sultation and guidance and materials prepared by then 
would represent the proper approach. Mr. Davies said that 
he would be perfectly confident to put Professor and Mrs 
Fairbank at the head of a unit charged with producing sucl 
materials. He said that he was aware that they were con- 
sidered Communists by some uninformed persons, but that 
they were not Communists, but “only very (politically 
sophisticated.” 

It was Davies’ suggestion that the above persons be situ 
ated physically in an office or suite of offices somewher 
other than Washington (probably New York or Boston) 
and that through a cutout of OPC choosing, these person’ 
provide not only guidance, but actually produce material 
for OPC utilization. 

Davies was particularly insistent that Dr. Schwartz, 0 
the Russian Research Institute at Harvard, be retained bi 
OPC for policy guidance in certain fields of its activities 
and noted that Dr. Schwartz had been most helpful to hin 
as a consultant. 

The suggestions and recommendations made by M 
Davies did not constitute an order or directive, nor wet 
they so interpreted by me or my superiors. 

Lye H. Munson. 

At that time John P. Davies, Jr., was a member of the Polic 
Planning Staff of the State Department and Munson and on 
other CIA representative had been called in by Davies fo! 
the conference described in the April 11 statement. 

During the course of testimony Munson stated that OBC 
was a subordinate portion of CIA and that Davies made uw 
solicited recommendations to him and one other CIA repre 
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sentative about personnel for that subordinate portion of the 
CIA operation. Munson considered that Davies at the time 
was acting as an Official of the State Department. 

Munson proceeded to testify that Davies recommended that 
all six persons as a group or unit be employed by CIA to give 
guidance to. consult with, and prepare materials for the CIA. 
\funson testified that he did not understand that they were to 
be used as double agents, that they were to be used through 
a cutout or a person officially connected with the CIA so that 
they would not be brought directly within CIA operations: that 
all ‘six were to be used in the same Way as part of the same 
team, perfoming one and the same function; that it was his 
recollection that Davies had said that Professor Fairbank 
and his wife were not Communist as some persons believed 
but were rather to be characterized as “very politically so- 
phisticated” (IPR hearings, p. 2763); that it was not his 
understanding Miss Smedley or Miss Strong were being rec- 
ommended as Communists but that they could be used for 
“consultation and guidance” (IPR hearings, pp. 2267, 2768). 

Previously, on August 8 and August 10, 1951, Davies had 
been called to testify before the subcommittee, and did make 
certain unqualified and categorical assertions under oath. 
Davies’ testimony was, for security purposes, kept in execu- 
tive session. 

After the testimony of Davies, the subcommittee, noting 
the discrepancies between that testimony and the sworn state- 
ment of Munson, had transmitted on September 21, 1951, a 
copy of the Davies transcript to the Department of Justice and 
asked that the Department determine whether it should take 
any action thereon. October 29, 1951, the Department of Jus- 
tice replied that it appeared to the Department that there was 
insufficient evidence of perjury or any other Federal violation 
on Davies’ part. 

After Munson’s testimony on February 15, 1952, the sub- 
committee again wrote to the Justice Department (on Febru- 
ary 21, 1952) and enclosed the transcript of the Munson testi- 
mony and asked if the amplification of Munson’s sworn state- 
ment, represented by the transcript, warranted action by the 
Department. The subcommittee at the same time enclosed a 
staff memorandum “citing seven (but by no means all)” of the 
conflicts between the Munson and Davies transcripts. On 
February 27, the Department of Justice replied that it would 
review the matter in the light of the testimony. On February 
28, the chairman of the subcommittee again asked that the 
Department examine the matter called to its attention by his 
letter of February 21, 1952. The letter of February 28 said 
in part, “The question is, What is the opinion of the Depart- 
ment of Justice, on the basis of an examination of the testi- 
mony to which attention has been directed, in connection with 
all information otherwise available to the Department?” 

On June 19, 1952, the subcommittee learned the where- 
abouts of the other CIA agent who heard Davies make his 
recommendations of November 16, 1949. He was subpenaed 
by the subcommittee and his executive-session testimony was 
taken. It was not released because his identity was a security 
secret. His testimony, however, confirmed the Munson testi- 
mony in all material respects and it was transmitted to the 
Department of Justice. 

The Senate Judiciary Committee recommended on July 2, 
1952, that the Department of Justice submit to a grand jury 
the question of whether Davies perjured himself before the 
subcommittee. The Judiciary Committee considered it a sub- 
stantial matter, involving as it did an officer, who had become 
the deputy political adviser to the United States High Com- 
missioner in Germany. 

Mr. Davies is now counselor of Embassy in Peru, having 
been transferred from his position as deputy political adviser 
to the United States High Commissioner in Germany in 
May 1953. 

On June 11, 1953, the Internal Security Subcommittee ad- 
dressed an inquiry to the Attorney General of the United 
States and asked if a determination had been made of the 


AUGUST 28, 1953 


case. It also made certain inquiries of the Department of 
Justice on the matter. 

On July 6, 1953, the Deputy Attorney General, William P. 
Rogers, replied to the chairman of the subcommittee and 
stated that the Department of Justice was making a review 
of all matters which were pending in the Department, includ- 
ing the Davies matter and that it had not as yet reached any 
final determination as of that date.’ 


[Committee’s conclusions are printed on page 16] 


Recommendations 

The subcommittee makes the following recommendations: 

That a thorough study be made by the Committee on the 
Judiciary, in cooperation with the Department of Justice, of 
existing legislation, with a view toward extending the statute 
of limitation on false swearing and false affirmations by Gov- 
ernment employees concerning Communist membership and 
subversion. 

That the Internal Security Subcommittee continue to sup- 
port Senate bill 16, giving Congress the power to grant im- 
munity to certain witnesses, and, in the event of its enactment 
into law, review the evidence taken by the subcommittee 
during this session of Congress with the object of recalling 
certain witnesses who have refused to testify. 

That the legislation now before committees of Congress 
which would operate to prevent Communist organization and 
control of workers in communications and other vital defense 
industries be considered for early enactment. 

That this subcommittee continue the present investigation, 
in those areas where the evidence brought forth during this 
series of hearings indicates that the subversion has not yet 
been fully exposed. 

That the executive branch of the Government reevaluate 
the personnel records and the personal history of all employees 
brought into the Government, recommended or promoted by 
persons shown by evidence to have been Soviet agents. 

That the executive branch of the Government reevaluate 
the personnel records and personal histories of all employees 
who have been closely and intimately associated with, and 
who were involved in some degree in conspiratorial activity 
with, persons shown by evidence to have been Soviet agents. 

WiiuiaM E. JENNER, Chairman [Rep., Indiana] 
Artuur V. Watkins [Rep., Utah] 

Rosert C. HENprickson [Rep., New Jersey] 
HERMAN WELKER [Rep., Idaho] 

JoHN MarsHa.y Butter [Rep., Maryland] 

Pat McCarran [Dem., Nevada] 

James O. EastLanp [Dem., Mississippi] 

Ouin D. Jounston [Dem.. South Carolina] 

Senator Willis Smith [Dem.], North Carolina, participated ac- 
tively in the work of the subcommittee until his untimely death on 
June 23, 1953. 

“Hon. WiLLIAM E, JENNER, 
United States Senate, 
Washington, D. C. 

The Attorney General has referred to me the letter from the In- 
ternal Security Subcommittee, dated June 11, 1953, in regard to 
the case of John P. Davies. 

Sometime back Senator McCarran submitted a similar letter in- 
quiring about the status of the case. By letter, dated May 18, 1953, 
we advised him that the Department of Justice under the present 
administration was making a review of all matters which ws 
pending in the Department when the present Attorney General too! 
office, including the Davies matter. We further advised Sena or 
McCarran that the Department had not reached any final deter ni- 
nation as yet. In order to make certain that the review is objective 
and complete, the Department is having the matter reviewed solely 
by appointees of the present Attorney General. 

The review which we referred to in our letter to Senator Mc- 
Carran has still not been completed. We appreciate the interest of 
the Senate Interna] Security Subcommittee in this matter and as- 
sure you that you will be advised when any final action is taken by 
the Department in connection with it. 

With best personal regards, 

Sincerely, 
Witiiam P. Rocers, 
Deputy Attorney General. 
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| aniseed OVER THE INVENTION of a new weapon of 
great destructiveness is not new to the world. 

Mere fear, however, of the new horrors of war has 
never prevented the next war from breaking out. Presi- 
dent Wilson, speaking at Denver in September 1919, 
just after World War I, said: 

“Stop for a moment to think about the next war, if 
there should be one. I do not hesitate to say that the 
war we have just been through, though it was shot 
through with terror of every kind, is not to be com- 
pared with the war we would have to face next time. 
There were destructive gases, there were methods of ex- 
plosive destruction unheard of even during this war, 
which were just ready for use when the war ended— 
great projectiles that guided themselves and shot into 
the heavens, went for a hundred miles and more and 
then burst tons of explosives upon helpless cities, some- 
thing to which the guns with which the Germans bom- 
barded Paris from a distance were not comparable. 
What the Germans used were toys as compared with 
what would be used in the next war. Ask any soldier if 
he wants to go through a hell like that again. The sol- 
diers know what the next war would be. They know 
what the inventions were that were just about to be 
used for the absolute destruction of mankind.” 

The inventive mind of man has never been paralyzed 
by the creation of destructive weapons. Against the 
submarine, we devised the sound detector and the 
depth bomb and techniques of spotting from airplanes 
launched from aircraft carriers. We also have now the 
proximity fuse and the guided missile as a counter- 
attack against hostile planes. 

Thus the principle of interception is already being 
applied successfully in a limited way. 

The time is near at hand when hostile planes can be 
detected at long distances and destroyed before they 
approach their targets. 


What we are witnessing at the moment is a 
gigantic game of bluff. 

The objective of the Soviets is to neutralize the use 
of the atom bomb and the H-bomb. 

For if, along with poison gas and germ warfare, both 
sides agree not to use the new bombs, the advantage 
from a military viewpoint in Europe and Asia will go 
to the Communists. They will feel free to pursue their 
political infiltration and even their aggression. For they 
will not be afraid of an allied army or conventional 
operations of war. They have more troops in the field 
in Europe than we and our allies combined. 


THE GAME OF BLUFF 


BY DAVID LAWRENCE 
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Naturally the Soviets had a reason for proclaiming 
to the world that they have the H-bomb. They want to 
persuade gullible Americans, including some short- 
sighted scientists, to make all our secrets available, We 
may expect, therefore, to see an immediate renewal of 
the Soviet drive for full publicity of atom information 
by us on the specious theory that everything vital is al- 
ready known or can be ascertained in due time anyway. 
This is illusory doctrine, and it is to be hoped that our 
Government will not fall for that kind of bluff. 





It is Soviet Russia which is afraid of the H- 
bomb. We have a long lead in such weapons. 

But the Kremlin is even more afraid of something 
else—our ideas. Once these are communicated effec- 
tively to the people of Soviet Russia, the movement to 
eliminate the gangsters in Moscow will gain irresistible 
momentum. For it’s the pen that might order the 
H-bomb dropped which can and must be stayed. 

The strongest possible defense against war in the 
meantime is not only a powerful army, navy and air 
force but a really cohesive international alliance in the 
free world. 

The biggest danger we all face today is in Europe, 
where the cry of “neutralism” has been raised and 
where fixed land bases for our airplanes may at any 
time be taken from us by an internal change in coun- 
tries which could then readily adopt a policy of “neu- 
trality” as between the United States and Soviet Russia. 
We need more floating bases—aircraft carriers that 
can cover the seven seas without regard to political up- 
heavals in Europe or Asia. 

Today the Communists have as their ally the British 
Labor Party, which can exercise enough influence to 
weaken any firm stand taken by the Conservative Gov- 
ernment. In France and Italy, Communist blocs hold 
the balance of power. 

We need resolute allies—not cringing partners. We 
have the weapons and the industrial strength to hold 
the Soviet regime at bay and prevent a war. But we 
must not provoke a war. Wars are not provoked just 
by military attack. They can be provoked by manifes- 
tations of weakness and dissension among allies. 

That’s the way to bring on war. When actually at- 
tacked, the British people and the French people and 
the Italian people will, of course, join us in resisting 
the enemy. How much better it would be to stand to- 
gether now so that, in the present game of bluff, the 
Communists will not dare to make the miscalculation 
that Hitler did! 
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CARS 


Al -OMATICALLY 


Two cars answer calls quickly and economically. 


Autotronic—WITHOUT ATTENDANT—Elevatoring keeps two traffic programs 





*fon duty” electronically during nights and holidays. 


An INTERMITTENT program handles lieht off-hour traflic. Two cars provide 
on-call service. One car is parked at the lobby. It handles incoming traflic and 
responds to basement calls. The second car is parked at a middle floor. It 
handles outgoing traflic and responds to intertloor calls. These two cars 


answer calls quickly and economically. 


When service demands become too heavy for two cars, the system switches 

over to a Balanced UP-DOWN program. Extra cars are put into operation 
automatically, Service is placed on a continuous basis. Up and down service is 
equalized. Phis automatic car balance is controlled by interrelated car dispate hing 
from upper and lower terminals. Regular and frequent service to all floors is 
maintained with scheduled, nonsequence dispatching, and late car reversal. When 


traflic lightens, the two car on-call program is resumed automatically, 


The Balanced Up-DOWN program is also in operation during a major portion 


of a building’s business day. 


Autotronic—WITHOUT ATTENDANT——Elevatoring saves up to $7,000 a car, each year. 
6 automatic programs operate the cars as a coordinated group, Program 

selection can be supervised by the starter; or, as an optional feature, made 
completely automatic. Diversified traflic can be handled in large, or small, office 
buildings, hotels, and hospitals. Ask any of our 266 offices about new or modernized 
installations. Otis Elevator Company, 260 11th Avenue, New York 1, N. Y. 
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